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PROVINCIAL WORK REPORTS 


SHANDONG: LIANG BUTING'S SPEECH AT ECONOMIC CONFERENCE 
SKO40516 Jinan Shandong Provincial Service in Mandarin 2300 GMT 3 Apr 84 


{Text] Liang Buting, secretary of the provincial CPC committee and governor, 
spoke at the provincial economic work conference on 3 April. He pointed out 
that the most important thing for creating a new situation in the province's 
economic work is to lay a solid foundation for great economic development in 
the 1990's and to accumulate reserve strength for economic development. 


Comrade Liang Buting said: In light of the reality of our province's economic 
development, we should give priority to four tasks of crucial importance 
while making great efforts to promote agriculture, if we are to accumulate 
reserve strength and ensure a double increase: 


1. We should be determined to speed up key energy and communications con- 
struction projects. 


2. We should make a great breakthrough in the operation of collective enter- 
prises and township- and town-run enterprises this year and greatly promote 
the latter. 


a. It is necessary to implement conscientiously the regulations of the cen- 
tral authorities on the development of collective and township- and town-run 
enterprises, regard it as a matter of strategic importance in the economic 
development, and strengthen guidance and support to it. 


b. It is necessary to promote comparatively weak trades and trades with great 
potential in line with local resources and specific conditions. 


c. It is necessary to utilize resources comprehensively to develop diverse 
wndertakings and precision processing, and turn abundant local resources into 
an advantage in comaodity production and economic development. 


d. It is necessary to encourage extensive mass pasticipation, give full play 
to the role of skillful craftsmen, recruit scattered idle labor forces, inm- 
prove service prior to, during, and after production, and develop whatever is 
deficient to bring conveniences to the people's lives. 





e. It is necessary to combine traditional production technologies with modern 
ones to produce better, competitive, and characteristically local products 
and to satisfy market demands better. 


3. We should step up technical transformations at existing enterprises and 
accelerate technical progress. 


Comrade Liang Buting said: In order to speed up the technical progress of 
industrial enterprises, we should concentrate our efforts to tackle major 
problems in a planned and step-by-step manner. We should not scatter our 
efforts to solve minor problems here and there because sparrow warfare will 
never beat modern warfare. We should pay close attention to the development 
and utilization of electronic technology if we are to turn our enterprises 
gradually into modern ones. 


4. We should attach great importance to intellectual development and accel- 
erate training of competent persons. 


Liang Buting said: The training of competent personnel, in a certain sense, 
is more important than material production. We should further carry out the 
policy on intellectuals and adopt various measures to arouse the enthusiasm 
of scientific and technical personnel. 


Liang Buting said that in order to improve economic results, we should reform 
and merge industrial production organizations to produce quality brand- 
name products. 


Comrade Liang Buting stressed: To make the reform and mergers a success, the 
most important thing is to break down the barriers between enterprises sub- 
ordinate to different regions and departments, free ourselves from the mental 
shackles that enterprises should be all-embracing, either large or small, and 
to handle the relationship between partial interests and overall interests 
correctly. The general principle for the mergers is that we should rely only 
key cities to establish reasonable economic alliances for spbcialized coopera- 
tion composed of enterprises either of the same localities or of different 
localities or departments and led by key enterprises which produce brand-name 
products or finished products. 


Comrade Liang Buting said: We must have reasonable policies for promoting 
amalgamation. First, we should conduct voluntary consultation. Second, in 
amalgamatior, we should stress equality and mutual benefits, and should share 
risks. Third, integrated units should have unified plans, production direc- 
tion, a production, supply and marketing system, and technical and quality 
standards. They should have a target for their production cost. Fourth, 
there should be no duplicated taxes for transferring subsidiary parts and 
semifinished products of the integrated economic units. The system of levying 
value-added taxes may be implemented in some trades and professions. Fifth, 
we should adhere to the principle of giving first consideration to outstand- 
ing units, protecting the advanced and discriminating against the backward 
in the course of making arrangements. 











Liang Buting noted: Improving economic results, we must also attend to reform- 
ing the circulation sphere and actively clear circulation channels. In re- 
forming circulation channels, the most important thing is to reform the 
wholesale system, the policy of purchases and sa’es, and the system of the 
supply and marketing cooperatives. 


Liang Buting noted: After shifting the work emphasis of the whole party, 

and with the development of the economic work, especially the development of 
the commodity economy, the issue of how to shift our ideology, work, and 
workstyle to the modernizing program and how to give consideration to the 
overall situation and to strengthen the party's leadership over economic work 
has become our new task. 


Comrade Liang Buting stressed the following points: 


1. Persist in maintaining unity in politics and the economy, and in doing a 

good job in ideological and political work. We should focus our work on ful- 

filling the party's general tasks and on improving the quality of enterprises 

and economic results, persist in grasping the building of the two civiliza- 

tions simultaneously and better integrate che political and economic work so 

as to imbue all business activities with ideological and political work. We 

should strive to build a worker contingent with ideals, morality, education, 

and a sense of discipline and should encourage them to combine their own work 

with the general goal so that they will do their work well with the spirit | 
of being masters of their own affairs. 


2. Do a good job in readjusting and consolidating the leading bodies of enter- 
prises. This is the key to strengthening the party's leadership over economic 
work. 


Liang Buting said: Leading bodies must attend to the intellectual structure 
and be determined to select those who are young and able and with professional 
knowledge and pioneering spirit to assume the first and second posts, because 
the key to creating a new situation lies in their leadership. 


3. Change the workstyle of leadership, and adhere to the ideological line of 
persisting in seeking truth from facts and proceeding from reality in doing 
everything. It wili be difficult to strengthen leadership without solving this 
problem. 


4. Establish a strict responsibility system and strengthen the examination 
and appraisal of all spheres of work. 


5. Give consideration to the overall economic situation and learn how to 
grasp the main contradictions. 


Liang Buting said: This is an important method of leadership. Leaders at all 
levels should analyze the new situation and problems in economic development at 
regular intervals and grasp the key points of economic development. Once we 
have a goal, we snould mobilize and organize the masses to put forward a 
target for catching up with and surpassing the advanced. The leadership and 
the rank and file should be of one mind, and they should achieve the target 
with concerted efforts. 
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PROVINCIAL WORK REPORTS 


SHANDONG: LIU PENG'S SPEECH ON ECONOMIC WORK 
SKO20608 Jinan Shandong Provincial Service in Mandarin 2300 GMT 31 Mar 84 


[Excerpts] At the provincial economic work conference which was held on 

31 March, Deputy Governor Liu Peng gave a speech entitled "Achieving Six 
Breakthroughs, Storming Heavily Fortified Points, and Creating a New Situation 
in Raising Economic Results." Comrade Liu Peng noted: In doing 1984 economic 
work, we must focus on the improvement of economic results and on taking 

party rectification as the motive force to overfulfill all plans and targets 
comprehensively, to ensure a simultaneous growth of production, taxes, profits, 
and revenue, and to greet the 35th anniversary of the PRC's founding with the 
outstanding achievements in comprehensively prefulfilling the province- 
assigned Sixth Five-Year Plan by 1 year. The specific requirements are, 

first improving quality and increasing varieties. The proportion of good 
quality products must be over 12 percent and the proportion of output value 

of new products must reach 5 percent. Efforts must be made to make 90 products 
attain the level of foreign countries between the end of 1970's and the begin- 
ning of 1980's. Second, consumption and expenditures must be reduced. The 
consumption of energy should be reduced by 4 percent; the production cost of 
comparable industrial products should be reduced by 2 percent; the working 
funds should be increased by 2 percent; the circulation funds for commerce 
should be reduced by 3 percent; and the production cost of export commodities 
for foreign exchange earnings should be reduced by 5 percent. Third, taxes 
and profits must be improved and economic results raised. The taxes and 
profits of thc province as a whole should be increased 8 percent; deficits 
should be made up by 34 percent; and revenue should be increased 8.1 percent. 
Fourth, more marketable products must be produced at a steady speed. We 
should comprehensively prefulfill the Sixth Five-Year Plan by 1 year. The 
srowth of imcome from sales should not be lower than the growth of output 
value. "ifth, operations must be strengthened and circulation enlivened. The 
total volume of the province's retail sales should be increased over 10 per- 
cent. 


Comrade Liu Peng said: In order to create a new situation in improving eco- 
nomic results, we should achieve six breakthroughs in the 1984 economic work 
with the spirit of daring to explore and reform so as to make the storming 
of heavily fortified points successful. 








Comrade Liu Peng noted: We must attend to the reorganization and amalgamation 
of enterprises in order to expand the production of quality and brand-name 
products, because this is a very important issue for managing trades. Liu 
Peng said: Speaking in terms of market supply and demand, rapidly expanding 
the production of quality anc brand-name products is beneficial to satisfying 
people's demands and to withdrawing great amounts of currency from circula- 
tion. Speaking in terms of raising economic results and increasing revenue, 
concentrating the limited energy and raw materials on the production of 
quality and brand-name products is beneficial to increasing economic results 
greatly. 





While referring to promoting technical progress and laying a good technical 
foundation for making a leap forward in the economy, Liu Peng noted: The 
general demand for developing and applying electronic technology in the pro- 
vince is to stress the application of microcomputers. Spadework and experi- 
ments will be conducted this year and next. Key issues will Se tackled and 
improvements will be made in developing and applying microcomputers in the 
Seventh Five-Year Plan period. 


Liu Peng said: Microcomputer technology represents the new technology of our 
time and it has been extensively used in all trades and departments. In 
order to promote the application of microcomputers, our province has estab- 
lished a leading group for development and application of electric technology 
to take charge of planning, guidance, and work coordination and to organize 
forums with the participation of experts and leading persons of relevant 
departments to discuss how to develop and apply microelectronic technology 

in the province in order to greet the new technical revolution. 


Comrade Liu Peng said: We must exert efforts to invigorate collective enter- 
prises and small state enterprises. Our province plans to adopt four [as 
heard] measures: 


1. In production and operation, we must allow enterprises to enjoy decision- 
making power. Within the frame of the state law, policies, and plans, enter- 
prises may flexibly arrange for production and operational activities in 
accordance with their own interests and may vigorously produce products 

which are badly needed in the market and which can make profits. 


2. In distribution, the total wages of enterprises should depend on the 
taxes and profits handed over to the state and should be floated upward or 
downward according to the achievements of enterprises. 


3. In employing cadres of collective enterprises. We may recruit cadres 
with the approval of the worker congress and the organizational departments 
must admit those who have been elected. Their political treatment should be 
the same as state cadres. 


4. The wages of college, secondary, and vocational graduates who have been 
assigned to collective enterprises may be one grade higher. Enterprises may 
recruit specialized and technically competent persons from society and their 
wages may be better. 








5. In order to ensure labor protection welfare for retired workers, enter- 
prises may retain 15 to 20 percent of the total wages from the before-tax 
profit as social insurance funds, or retain according to their actual needs. 


6. The collective and state enterprises should enjoy equal political and eco- 
nomic treatment. 


Comrade Liu Peng stressed: We must attend to thc reform in the circulation 
sphere so as to promote commodity production and exchange. He put forward 
five demands: 


1. Do a good job in coordinating the relations between industrial and commer- 
cial ‘mits and between commercial units themselves. Vigorously develop mar- 
kets. 


2. Reform the wholesale system for commercial units and gradually establish 
wholesale networks with a focus on key towns and cities. 


3. Deeply reform the rural commodity circulation system and run grassroots 
supply and marketing cooperatives into real cooperative commercial units 
ovwaed by the peasant collective. 


4. Reform the policy on buying and selling agricultural and sideline produce 
and narrow the scope of unified’ and assigned purchases. 


5. Realisticallw make good arrangements for this year's urban and rural 
markets. 


Comrade Liu Peng called for stressing intellectual development and consider- 
ing it as our work emphasis so as to modernize competent personnel as soon 

as possible. After touching on the importance of intellectual development in 
the modernizational construction program and in vitalizing the economy, Com- 
rade Liu Peng noted: The building of worker contingents must be geared to the 
needs of the modernization, the world and the future. Through readjustment 
and training, the educational standards of leading members of large and 
medium-sized enterprises and cadres at and above the department, bureau and 
section level must basically attain to the college level in 3 to 5 years. 

The proportion of workers with secundary technical educational level must be 
gradually raised to over 50 percent. 


Comrade Liu Peng stressed: This year, we must prominently grasp key points, 
comprehensively tackle problems and turn deficits to profits. 


Liu Peng said: We should develop in depth and in breadth the 1984 work of 
ending deficits and increasing profits and should tackle problems compre- 
hensively. All deficits incurred due to inefficient management should 

be basically eliminated prior to the end of this year. Deficits incurred due 
tc policy reasons should be reduced to a minimum. Active efforts should be 
made to end deficits of money-losing products of profit-making enterprises. 








Liu Peng said: Attending to the production cost and the decline in production 
expenses of enterprises is the key to ending deficits and increasing profits. 
The problems of high consumption and big waste are still prominent among enter- 
prises. We have great potential for reducing the production cost. This 
year's production cost and expenditure quota for enterprises have been set 

for grassroots units. We must make strenuous efforts to end the situation 

in which production cost is rising year after year. 


Liu Peng stressed: In ending deficits and increasing profits, we must imple- 
ment the responsibility system among leaders. The responsible persons at 
various levels must implement the quotas for ending deficits and increasing 
profits and their required duties. This work should be attended to level by 
level and attention should be paid to profit-making and money-losing house- 
holds. 


With regard to ending deficits and increasing profits, Liu Peng called on all 
trades and professions across the province to launch activities on ensuring 
no money-losing enterprises in prefectures, cities, counties and industries so 
as to increase the number of our province's counties and cities with no money- 
losing industrial enterprises from last year's 31 to 50. 


Liu Peng also called for further grasping enterprises consolidation, and 
actively modernizing the management of enterprises. This year, we should make 
70 percent of the readjusted enterprises reach the required standard. The 
consolidation and appraisal of large and medium-sized key enterprises should 
be completed. The leading bodies of enterprises at and above county level 
must be completely readjusted by the end of the first half of this year. 
Enterprises which have passed the appraisal must attend to construction 

in three aspects, and they must strive to build a number of six-good enter- 
prises prior to the end of the year. 
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PROVINCIAL WORK REPORTS 


BRIEFS 


SHAANXI ECONOMIC WORK CONFERENCE--A provincial economic work conference con- 
vened by the provincial government opened in Xian yesterday. The main topic 
of the conference is to convey the spirit of the national economic work con- 
ference, focusing on the question of achieving an all-round improvement in 
economic results. Vice Governor Sun Kehua stressed in a speech: To shift 
economic work onto the track of centering efforts on improving economic re- 
sults is a major issue for us in maintaining ideological and political unity 
with the Central Committee. Economic results should be regarded as an import- 
ant hallmark for judging the work performance of the economic departments 

and the enterprises. Vice Governor Sun Kehua also explicitly pointed out: An 
important method in holding this conference is to emancipate the mind and open 
more lines of thought. The province scored achievements in industrial produc- 
tion and in commerce and trade last year, but there were great discrepancies 
compared with the country as a whole, because our minds were not sufficiently 
emancipated and our lines of thought were not broad enough. I hope therefore 
that the comrades of the prefectures, cities, departments, and bureaus attend- 
ing this meeting will get their brains working and boldly put forward ideas 
and suggestions. We must seriously study the spirit of the national economic 
work conference. [Excerpt] [HK040329 Xian Shaanxi Provincial Service in 
Mandarin 1130 GMT 3 Apr 84] 


CSO: 4006/416 


up 








ECONOMIC MANAGEMENT 


INDUSTRIAL REORGANIZATION IN MANAGEMENT SYSTEM 
HKO61121 Beijing JINGJI GUANLI in Chinese No 3, 5 Mar 84 pp 3-6 


[Article by Jiang Yiwei [5592 0001 5517]: "Industrial Reorganization and 
Enterprise Integration"~-passages within slantlines published in boldface] 


[Text] Editor's note: Industrial reorganization and enterprise integration 
is an important issue of reform in our economic management system. In the 
past few years, there has been very great development in organizing our coun- 
try's industries and establishing industrial combinations, but there were 

also quite a few problems. In particular, how we are to handle administrative 
companies is an issue which should be urgently approached. We have published 
in this article for our readers’ reference several essays related to this sub- 
ject. This essay by Comrade Jiang Yiwei is a speech which was delivered last 
year at a national symposium on industrial management in urban areas. In his 
speech, he put forward some of his principled opinions on this subject. [End 
editor's note] 


After I have listened to the speeches on the subject of reorganization and 
combination in the group discussions, now I also want to give some of my 
views on this problem for your reference. Industrial reorganization and 
enterprise combination is work which has been continuously carried on and is 
also a topic which has been continuously explored in the past few years. We 
theoretical workers do not have sufficient understanding on the actual condi- 
tions, but in order to study the theory, it is always imperative to be clear 
about thebasic concepts. For quite a few problems, if the concepts are not 
fully understood, there will be no common language in discussing them. When 
we study the problem of reorganization and combination, we must also first 
understand some basic concepts and reach an agreement of views and then probe 
it. This topic is called enterprise -*organization and combination by some 
people, while others call it the organizational structure of enterprises. I 
believe that the concept about it is not clear. An enterprise is an economic 
unit, so if we say enterprise reorganization, it must indicate the restruc- 
turing of the internal organization ofour enterprises. What we are discussing 
is the problem related to organization between the enterprises, therefore we 
cannot call it “enterprise reorganization," we can only call it "industrial 
reorganization." As to combination, we cannot say that we combine our in- 
dustries, we can only say that we combine our enterprises because we are com- 
bining this enterprise with that one. If it is regarded as a combination 





of industries, it should be a combination of engineering industry with metal- 
lurgical industry, or something like that. In the past few years, some people 
have proposed that we call it "rationalization of the enterprise's organiza- 
tional structure." Here, the so-called enterprise's organizational structure 
should also indicute the way we organize the administrative or technical of- 
fices and workshops inside an enterprise. However, now we try to use our 
enterprise's organizational structure to explain industrial reorganization 
and enterprise combination. This also showed our muddled understanding of 
the concept. One industry is a game of chess and an enterprise is a chess 
board. What, after all, are you refering to, the chessboard or the game of 
chess? We must make an accurate definition of the concept. Therefore, I 
nold that from now on, the problem related to reorganization and combination 
should be accurately defined as “industrial reorganization" and "enterprise 
combination." 


We beganthis reform of our industrial reorganization in 1979. At that time, 
all the various localities quite conscientiously organized and set up many 
companies. Later, the CPC Central Committee and the State Council issued a 
document, put forward the principle of "giving play to strong points, protect- 
ing competition, and promoting combination," and pointed out that enterprise 
combinations must be set up on a voluntary basis. However, because our enter- 
prises were controlled by various departmerts and areas, it was impossible to 
form a combination on a voluntary basis. Afterward, the leading comrades of 

the central authorities said that in order to solve this problem, it was 

still necessary to have small amount of administrative intervention. Conse- 
quently, the previous method that the higher authorities carried out reorgani- 
zation and combination was resumed in various localities. As far as I know, 
at that time, the leading comrades of the central authorities did not mean to 
resume the previous method of applying the administrative means to force enter- 
prises to form combinations. They said that the obstacles to the establishment 
of combinations were caused by departmental and local ownership. Our enter- 
prises want to set up combinations freely, but the authorities of departments 
and areas adopted administrative means to fetter them and prevent them from 
forming combinations freely. Therefore, it is imperative "to combat poison 
with poison"--to adopt administrative means to remove obstacles to combination 
set by administrative means. This idea was later simplified as "there is still 
a need for some administrative intervention." This negated the central authori- 
ties' instruction related to "protecting competition and promoting combination." 
As a result, our enterprises continued to be like small daughters-in-law who 
were to be ordered about at her parents’ and in-laws’ discretion. As pliable 
as the beads of an abacus, they were ordered by officials to merge today with 
this and tomorrow with that company and it is mainly the "higher authorities" 
who made decisions on this problem. I believe that if we cannot break away 
from local and departmental ownership, we will continuously not be able to free 
ourselves from the fetters of the conventions of our administrative system and 
this problem of reorganization and combination will not be rationally solved, 
even though we make great efforts and rack our brains to think of various 
methods. 


What, then, shall we do? Again we shall first clarify our concepts. 
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Therefore, I think that I shall talk about several problems related to the 
concepts. 


/1. We must be clear about the relations between the government and our 
enterprises and must first be clear what is a "government," and what is an 
“enterprise."/ The 3d Plenary Session of the 11th CPC Central Committee put 
forth the task that we had to eliminate the practice of marking no distinction 
between the party, government and enterprise. What a distinction should we 
make between the government and enterprise? In answering this question, there 
is also a problem of whether or not we use accurate words. Some call it "the 
separation of government from enterprise." Can the government and enterprise 
be separated? I believe that they cannot be separated. The economic function 
of a socialist country is to lead and administer the enterprise and, there- 
fore, the government and enterprise cannot and should not be separated. Others 
call it "the division of labor between government and enterprise," which is 
also not right for them to say so, because the government and enterprise are 
not at an equal level and cannot be placed side by side. How can labor be 
divided among them? What labor will actually be divided? Now, I invent a 
phrase, “the differentiation of the nature of government and an enterprise." 
We must clearly distinguish their natures. They are neither disjointed and 
separated, nor do they carry out a division of labor on an equal footing. 

What should be differentiated are their natures. We must make a clear dis- 
tinction between the natures of government and an enterprise and then clearly 
define the state's function in administering the enterprises. The govern- 
ments at various levels are organizations of state power while the enterprises 
are economic organizations which are engaged in economic activities. We must 
at least clearly distinguish between the nature of these two concepts. The 
government has the function to administer the enterprise, but the enterprise 
is a relatively independent commodity producer or a relatively independent 
economic entity. The government administers the enterprise and only from 

the outside, and it must not interfere with the internal affairs of the enter- 
prise. We should study the problem of the magnitude of decisionmaking power 
that an enterprise should have and we must clearly define that power. In Com- 
rade Chen Yun's words, this is a relationship between a bird cage and a bird, 
that is, we must determine the size of the bird cage. If the bird cage is as 
small as the bird, the bird will be crushed to death. If the bird cage is 

as big as the heavens, there is nothing to restrict the bird. However, no 
matter how big the bird cage, when its size is fixed, the government can 

only administer the enterprise outside the cage. The government should not 
stretch its hands into the cage to administer the enterprise, thus the enter- 
prise will be able to become a relatively independent economic entity. The 
state will administer the enterprise and control the enterprise through its 
policies, laws and decrees, economic levers, and so forth. The state should 
allow, encourage, or restrict the direction of an enterprise's operation or 
define the sphere and limitation of its activities. For example, the imple- 
mentation of distribution according to labor on two levels is precisely aimed 
at regulating the consumption funds of an enterprise and makes the funds 
proportional to the labor it contributes to society. As for the distribution 
according to labor among the staff and workers inside an enterprise, the 
government will not interfere in this. What I said above is on the question 
of how the government administers theenterprise. However, no matter how the 
government administers an enterprise, the government is the administrator 
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and the enterprise is the administered. The government is a subject and the 
enterprise is an object, while the common verb between them is "administer." 
Today, in discussing the problem of reorganization and combination, we must 
first make clear who is the administrator and who is to be administered. 

What we mean by administration is principally the power, i.e., administraitve 
power or policy decision power that the government should have. This is called 
administration. I do not always agree with the establishment of administrative 
companies. Why? Because these companies have confused the nature of govern- 
ment and an enterprise. If it is used to replace the government in administra- 
ting the enterprise, but is also to be turned into an enterprise, how can we 
turn a company into an enterpr‘se? After all, is it a government organiza- 
tion of an enterprise? If this problem is not clearly solved at the beginning, 
we will never be able to turn it into an enterprise. I believe that the set- 
ting up of administrative companies actually runs counter to the spirit of the 
3d Plenary Session of the 11th CPC Central Committee. It is not aimed at 
eliminating the practice of confusing the nature of enterprise and on the con- 
trary, but actually aggravates this confusion. By means of forming com- 
panies, it aggravates the confusion between government and enterprises. This 
is unfavorable to the elimination of separation between departments and areas 
and the elimination of departmental and local ownership. If you think there 

is departmental ownership, I will turn departments and bureaus into companies. 
Since these companies are enterprises, there will be no departmental ownership, 
but in essence there is no change at all. If you want to transfer enterprises 
to the jurisdiction of municipalities, I will immediately set up a company 

and put the factories in the municipalities under the administration by the 
company. Thus, forming companies is a way to strengthen the departmental 

and local ownership. After all, what is a company? Is it an enterprise? 

If it is an enterprise, it is to be administered by the government and cannot 
replace the government in exercising its administrative authority. We must 
clarify this characteristics of a company. 


/2. What is an enterprise? Is a company an enterprise?/ Now, we often hear 
people say that a company should pay attention to the decisionmaking power of 
the enterprises under it in administe.ing them. We should like to ask: Is a 
company an enterprise? Those who say these words in fact think that a company 
is merely an administrative organization. Only the factories under the com- 
pany aie enterprises. Another opinion holds: In the past there were 

several levels of administrative organizations, but if a bureau is changed 
into a company, there will be one level less than in the past. We should like 
to ask: Is an enterprise regarded as a certain level of a government organi- 
zation? This idea actually means that an enterprise should continue to be 
regarded as a branch of our government organizations. An enterprise is an 
economic organization and a relatively independent economic entity. It is 

not any level of a government organization. No matter how many levels 
government organizations are divided into in administering our industries, 

we should not regard enterprises as a certain level of government organiza- 
tions. If a company is an enterprise, it should be administered by the govern- 
ment and not be considered any level of a government organization. What, 
after all, is a company? We must clarify this concept. The State Economic 
Commission once drafted a "factory law," which we criticized somewhat. We 
proposed that it should be named "enterprise law," because it included 
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factories of different natures. A factory under a large company, such as a 
steel and iron complex, is not an independently managed company, while a large 
number of factories in our society are independently managed. What kind of 
factories are governed by our "factory law"? Now, it is said that a "company 
law" will be drafted. Will a steel and iron company be governed by the 
“factory law" or "company law"? This question arises because we have failed 
to make a clear distinction between the concepts of enterprise, company, and 
factory. A company is but a combined or relatively large-scale enterprise, 
while a single factory is also an enterprise. We should formulate an "“enter- 
prise law" and write into it some clauses concerning companies. 


There are diverse forms of combinations of enterprises. Some may be combina- 
tions in terms of production and others may be combinations in terms of manage- 
ment. It is not necessary to combine everything. For example, several factor- 
ies can ferm a combined sales and purchasing company in order to reduce sales 
and buying costs. This company which serves these factories is also a com- 
pany. There is no need to require six or nine areas of unity in a company. 
All combinations originate from the objective demand resulting from the trend 
of the continuous socialization of economic activities. Since they originate 
from an objective demand, there must be an objective need for a combination. 
The result of a combination will inevitably be the emergence of great economic 
results. Therefore, we should not conduct combination in accordance with our 
subjective will and should not conduct combination in order to satisfy the 
demand resulting from our government administration. 


There can be diverse forms of combination, such as partial combination, over- 
all combination, slack combination, and close combination. There are two 
basic forms in organizing companies: A company as a combination of enterprises 
and a company consisting of only one enterprise. What we call a combination 
is a company formed by several factories to serve their common needs. This 
company should be led by a board of directors or management committee that 

is formed by its member factories. A member factory as a director of the 
company is an upper-level entity that leads the company, which is a lower- 
level entity in terms of leadership relationships. In terms of the leader- 
ship system, a system of management by managers should be implemented under 
the leadership of a board of directors or a management committee. A company 
is formed by a group of enterprises and its decisions they make collectively 
should be carried out by all member factories. This embodies democratic 
centralism, but in terms of leadership, the company is under its member fac- 
tories. If this kind of slack combination has developed into an integrated 
body, a company becomes an entity. As a result, its member factories become 
organizations under it and thus the company becomes an upper-level entity 
that leads the factories under it. Companies like the Capital Iron and Steel 
Complex is an enterprise, and the factories under them are not enterprises. 
The leading organizations of these companies must be their staff and workers 
congresses and are not their boards of directors. If a company is a combina- 
tion, do all its member factories retain their status as legal entities? Is 
such a company an enterprise? There are two situations: If a company is 
formed purely to serve enterprises and does not constitute an independent 
accounting unit, it is not a legal entity and its expenses will be apportioned 
among its member enterprises. This is a company of a service nature. It is 
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not an enterprise. If a company of a service nature is required to become an 
independent accounting unit and be responsible for its profits and losses, it 
is regarded as an independent legal entity in law. Strictly speaking, the 
idea of turning companies into enterprises does not make sense. As soon as 
a company is set up, we should know whether it is an enterprise. If it is 
not a service company, it must be considered an enterprise and must be re- 
gistered under the “enterprise law." Therefore, there is no question at all 
of whether or not it will be turned into an enterprise. 


/3. I am going to discuss the question related to the administrative company./ 
I have just mentioned that an administrative company is neither fish nor fowl 
in nature. If it administers enterprises on behalf of the state, it is a 

state organization all the same. If a bureau of an industry is changed into 

an industrial company and in essence continues to play the role of a bureau, 
there is no change at all. If there is any change, the change is that origin- 
ally no bonuses can be paid in a bureau, but if a bureau is labeled as a com- 
pany, it can pay bonuses to its staff and shift this expenditure to enterprises 
by means of charging a certain percentage of the sales of the enterprises. 

Thus it increases the burdens on the enterprise and many factories describe 
such companies as “companies engaged in taking a percentage of the winnings." 

If this kind of company is turned into a company in which six or nine areas 

of unity are carried out, it becomes an economic entity and is itself an 
enterprise. An enterprise is administered by the state and therefore it be- 
comes an entity administered by the state and cannot carry out the function of 
administering enterprises on behalf of the state. As for the administration 
of the factories under it, this is level-by-level administration inside an 
enterprise and is not the administration ofenterprises by the state. There- 
fore, for a company which is turned into an enterprise, there should be a 
government organization as the department in charge of it. Because of the 
failure to clarify the nature of an administrative company, in the past few 
years, many malpractices have emerged in the large number of administrative 
companies we have set up. They increased the number of nonproduction person- 
nel and various expenditures and thus aggravated the burdens on our enterprises. 
The administrative companies that we have set up recently are often the result 
of the streamlining of our government organizations. In order to streamline 
government organizations, some bureaus of industries are changed into com- 
panies and all the enterprises of an industrial sector are put under one of 
these companies or rigidly put under several of these companies. Ofter no 
consideration is given to the questions of whether these enterprises must be 
combined into an integrited entity or whether there is a necessary internal 
relationship for forming such anentity. When these enterprises are combined 
into an integrated company, they become an entity with common interests and 
should equally share interests. As a result, they are at least “eating out of 
the same medium-sized pot" if not "out of the same big pot." Most of the 
poorly managed or small companies are willing to do so, but some satisfactorily 
managed or big enterprises are not willing to share interests with other 
enterprises for nothing; therefore, many contradictions have emerged in 

these companies. 


This has also given rise to a theoretical problem: How large a scale is 
rational fcr a company as an economic entity? There is a science on this, 
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which is called the economy of enterprise scale. In our country, this science 
has not yet been specially researched. It studies the optimum scale for the 
enterprises in various sectors. For example, too small a scale of metallurgi- 
cal and petroleum enterprises is unfavorable. However, is it true that the 
bigger the scale, the better for all enterprises? In our previous system, 
there was a guiding idea called "big and publicly-owned,”" which seemed to 

hold that the bigger the scale, the more socialist in nature. In fact, the 
scale of an enterprise (company or factory) is restricted by scientific, 
technological, natural, and social economic conditions, and it is not true that 
the bigger the scale the better. Some enterprises should be big and others 
should be small. If the scale of a company is appropriate, the optimal eco- 
nomic results will be achieved. If a company's scale is irrational and there 
are few internal economic relationships between its members, it is impossible 
for such an administrative company to become an actual enterprise. Even if 

it is possible, no great economic results can be achieved. 


/4. We have to consider the problem concerning the streamlining of our govern- 
ment structure./ I have just said that it is inappropriate to form admin- 
istrative companies. However, there are allowable reasons for the emergence 

of these companies. Since we want to streamline our government, we should 
dismiss some organizations. When we advocate "streamlining our government 
organization," we should regard reducing the work load as the key; for if 

the work load is not reduced, it is impossible to reduce the staff number. 
During the past few years, we have tried to streamline our government organi- 
zations several times, but these efforts resulted only in a reduction of a num- 
ber of organizations and staff at the beginning. Later, the number and scale 
were gradually restored. Why? Because we only reduced the number of staff, 

but failed to reduce the work load. If the work load remained as before, what 
was previcusly done by 100 people was changed to being done by 50 people 

who could manage it only for a short time and were soon crushed under the 
burden. As a result, those who had been transferred to other units had to be 
reemployed and the size of the organizations was soon restored. In order 

to reduce staff, we should first reduce the work load. Now we are required to 
reduce staff without any reduction in the work load. What should we do? 


As a solution, a bureau of machinery is switched into a machinery company 

or < few machinery companies. Because these companies are not government 
organizations, we make ourselves believe that our government organizations 
are being streamlined. As a matter of fact, we fail to really achieve the 
aim of streamlining. What should we do if we really want to streamline our 
government organizations? I have mentioned above that the government admin- 
isters the enterprises and the enterprises are the administered. This eco- 
nomic function of the government in a socialist state is a must. Our govern- 
ment'’s function concerning state-run enterprises is mainly to exercise, on 
behalf of all the people, certain power that it must have. However much 
power our government has transferred to these enterprises, it must retain 
certain necessary power over them. 1) It should retain the power of planning. 
Among our plans, the mandate plans must be issued by the responsible govern- 
ment organizations to the enterprises, and this power of planning cannot be 
transferred to our enterprises. 2) It should retain the power to appoint 
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and dismiss major cadres. The directors and managers in our enterprises owned 
by the whole people have two types of statuses: They represent the state in 
administering the enterprises and they work under the leadership of the staff 
and workers congresses. If the leaders of an enterprise are appointed by elec- 
tion, they must be examined and approved by the responsible department. 3) It 
should retain the power to approve major policy decisions. For example, an 
enterprise's plan for major technological transformation and its development 
projects in excess of the budgeted limit should be examined and approved by 
the responsible department. At least these aspects of power should not be 
transferred to the enterprises. At present, the state's economic administra- 
tive organizations are in charge of a large amount of work which is not neces- 
sarily linked with “power.” Large amounts of the work are general affairs 

of a public nature of the trade, such as evaluation of quality, education of 
staff and workers, and training of personnel..., which are not related to 
power. In streamlining our organizations, we can free our government organ- 
izations from these duties. However, if we dismiss a bureau, who will be in 
charge of the general affuirs of a public nature of a trade? Because we have 
failed to find a solution now, we organize administrative companies of 

various trade sectors to replace bureaus in administering these sectors and 
thus all the enterprises of the same trade sector are combined into a company. 


We should combine enterprises into companies in light of their economic needs. 
We should consider whether these enterprises are economically related and 
whether combining them into a company benefits them all. Therefore, we 

should respect the will of the enterprises. The government can promote, urge, 
and purposefully guide our enterprises to naturally form companies. How can 
we reduce the amount of public affairs of a sector, if we cannot combine all 
the enterprises in this sector into a company? A good solution is to form a 
trade association. Wwe should set up such associations to solve this problem. 
Having heard of Japan's experiences in this field, Comrade Ziyang time and 
again advocated the gradual establishment of various kinds of trade associa- 
tions. However, at present, certain trade organizations, which were established 
from the top down, have not broken away from the practice of running associa- 
tions in accordance with administrative organizations measures. Should we not 
consider the way of setting up these associations from thebottom up? Trade 
associations differ diametrically from administrative companies. They 

are neither government organizations nor enterprises, but are organizations 
which democratically administer public affairs and which enterprises join on 

a voluntary basis. They can organize all the enterprises of the same trade 
into one association without giving rise to any conflicts of interest or 
equally redistributing their profits and production development funds. How- 
ever, they can conduct many public affairs, play a coordinating role, and 

serve these enterprises. Some of the public affairs, such as the formulation 
of plans for the technological transformationof the entire trade may be 

drafted by these trade associations, but they must be delivered to the re- 
sponsible government departments for approval, thus the power to approve 

these plans is retained by government organizations. Other matters that can 

be handled democratically by these associations are: evaluation of quality, 
the training of staff and workers, enterprise consolidation, and the affairs 
that will arise after there are guidance plans in the future, such as necessary 
market research, collection of intelligence and data, the making of price 
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agreements, the organization of production coordination, and the lending of 
development funds to one another. When affairs arise that involve matters 
that should be decided by the government, the trade associations are only 
allowed to propose plans and make suggestions to the government. Streamlining 
Our government organizations means that we should transfer these affairs to 
trade associations and government organizations must only grasp a few areas 
of power. Thus, we can greatly reduce the number of our enterprises and 
their staff. I think that in our large cities the bureaus should be retained, 
but they can be merged and simplified. For example, a machinery bureau and 

a metallurgical bureau can be merged into a bureau of heavy industry. When 
the work load is reduced, the staff number can be reduced. 


CSO: 4006/4114 
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[Article by Zhou Guanwu [0719 0385 0063]: "Experiences Acquired From Shoudu 
Iron and Steel Company's 5 Years of Reforming Economic System") 


[Text] Editor's note: In January this year, the Industrial Economic Research 
Institute of the Chinese Academy of Social Sciences and the editorial office 
of this magazine jointly held a national discussion in Beijing for the enter- 
prises that are implementing the system of contracted responsibility for in- 
creasing profit delivery. The following is excerpts of the speech by the 
representative of the Shoudu Iron and Steel Company; speeches by the repre- 
sentatives of other enterprises will be carried one after another by this 
magazine. [End editor's note] 


{Comrade Deng Xiaoping pointed out that it is imperative to expand the deci- 
sionmaking powers of enterprises so that they will be able to further display 
their creativity. As one of the first units across the country to experiment 
in the reform of the economic system, the Shoudu Iron and Steel Company has, 

since 1979, gradually changed the situation in which it is under excessively 
rigid control. In particular, following the implementation of the system of 
contracted responsibility for increasing profit delivery, the whole company has 
been able to display its vitality and consequently it has realized an un- 
precedentedly high economic effect. Shoudu Iron and Steel Company made 

189.51 million yuan in profits in 1978, which were record profits for the 


company prior to the economic reform. And based on this figure, the accumulated 


newly added profits during the 5 years from 1979 to 1983 totalled 789.15 mil- 
lion yuan, an average growth of 20 percent. Because of increases in the price 
of energy and raw materials, the profits during this period decreased by 

more than 40 million yuan (this figure has already been deducted by the 
favorable factor of the increases in the price of some products). Therefore 
the actual growth should be higher than 20 percent. During these 5 years, 

the growth of the profits was quicker than the growth of net output value while 
the latter was higher than the growth of overall output value. Compared with 
1978, gross output value in 1983 grew by 55.1 percent; net output value grew 
by 1.23 times while profits grew by 1.56 times. 


In 1983, the Shoudu Iron and Steel Company ranked first in 31 of the 55 items 
of comparable major technical and economic goals of the metallurgical 
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enterprises across the country. The items in which the company is the chan- 
pion include furnace utilization factor, coke utilization factor by furnaces 
and converters, and the quotas of the raw materials in producing steel and 
iron and the grade of fine ore powder. This company has continuously main- 
tained the international advanced standards of these goals. 


I 


Since the company is responsible for increasing profit delivery, all its 
economic activities have been centered on improving economic effect. Asa 
result, the whole enterprise has realized a spiraling up cycle to create a 
new situation for various work of the company. 


First, reform has guaranteed that the state financial revenues will increase. 


With the implementation of the system of contracted responsibility for in- 
creasing profit delivery, the enterprise has been able to annually increase 

its profit delivery to the state, no matter whether it is making profits or 
losing money. Therefore, this method is different from the previous method of 
delivering more profits when enterprises have made more profits and less profit 
delivery when there are less profits. In addition, the state does not recover 
its investments from enterprises, therefore decreases itu expenditures wean 

more income. Consequently, the actual income of the state from entzerprises 

is much more higher than increased volume. 


Now let us take the situations of the Shoudu Iron and Steel Company in the 5 
years prior to the introduction of the system, and another 5 years following 
the introduction of the system. In the 5 years from 1979 to 1983, this com- 
pany delivered profits to the state totalling 738.88 million yuan; and in the 

5 years from 1979 to 1983, the delivered profits increased to 1,385.78 million 
yuan. This means that the latter is 87.55 percent higher than the former. But 
in the 5 years prior to the reform, the state total investments in the company 
were 455.06 million yuan, while the investments in the latter 5 years only 
totalled 125.03 million yuan (these investments were mainly for finishing 

the related projects. There have been no state investments since 1982). 

During the 5 years prior to the reform, the state received 283.82 million yuan 
of profits from the company as against 1,292.1 million yuan during the 5 

years following the introduction of the reform system, with 3.55-fold increase. 
In addition, in the past 5 years, the company has paid industrial and commer- 
cial tax totalling 81.38 million yuan, coupled with 31.35 million yuan for 
energy, transportation, and construction fund and building tax. 


Since the reform, the company has been able to annually increase the absolute 
value of the profits delivered to the state. The total profits that have been 
delivered to the state made up 79.8 percent of the total profits made by the 
company. However, the retention for the company during these 5 years was 
333.62 million yuan. This figure was 121.44 million yuan less than the in- 
vestments made by the state in the 5 years prior to the reform, which totalled 
455.06 million vuan. 
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In order to be able to concentrate funds for key construction projects, it is 
first imperative for the state to spare no effort to help the existing enter- 
prises to improve their economic effect. Therefore, it is necessary to acti- 
vate enterprises and entrust them with a certain financial autonomy. If the 
State just concentrates its efforts on just improving the proportion of the 
distribution of the profits between itself and the enterprises, and refuses to 
activate enterprises, these enterprises can in no way improve their economic 
effect, and consequently there will be no sources for the state tc concentrate 
capital. Therefore, it is advisable that the state let enterprises have 

more retention under the condition that the income of the state will be guar- 
anteed to increase annually. The workers of the socialist enterprises will 
consciously make more contributions to the state when they are required to do 
so. The profits that are delivered by the Shoudu Iron and Steel Company to 
the state are originaliy defined at 6 percent of the total profits made; and 
over the past few years, the company has made more profits and consequently 
last year it proposed increasing the rate to 7.2 percent. In addition, the 
company last year made additional contributions of 5 million yuan to the 
state. 


Second, reform has quickened the technical reform of enterprises. 


In order to realize the modernization program it is necessary to technically 
reform the existing enterprises so that they will be able to display their 
roles as old enterprises. This measure is a matter of strategy, and yet this 
measure will become nothing but an empty word if there are no investments. 
The fixed assets of the industrial enterprises across the country are now 
valued at about 500 billion yuan. Enormous investments are required annually 
to technically reform these enterprises and yet it is beyond the capacity of 
the state to provide all investments alone. Where is the way out? The only 
way is to rely on the existing enterprises to accumulate capital. That is, 
under the premise that the state financial revenues will be increased drasti- 
cally, these enterprises must spare no effort to create more capital and be 
responsible for their own technical reforms so as to gradually modernize then- 
selves. 


To make enterprises become responsible for technical reform is not the same as 
the method of “everybody eating from the same big pot" of state investments. 
It is because following the introduction of contracted responsibility for in- 
creasing profit delivery, enterprises can no longer rely on the past practice 
of waiting for, relying on, and demanding state investments in carrying out 
technical reform. They are now in a position to plan their technical reform 
for several years and to decide how to carry out the reform. In this way, 

it will become easier for them to make achievements in this work. For example, 
following the introduction of contracted responsibility fo increasing profit 
delivery, the Shoudu Iron and Steel Company has worked out a 15-year develop- 
ment plan. And according to this plan, the company's gross output value in 
1995 will quadruple the 1980 figure and the whole enterprise will be turned 
into amodern and garden-like enterprise. The company has carried out its 
technical reform in a planned way over the past few years and made consider- 
able achievements in improving the level of its technology and equipment. 

A number of equipment has already reached the advanced international standard. 
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For example, the company's furnace No 2? his become one of the first-rate modern 
furnaces in the world after it was overhauled. The two technical items of 
blown coal powder [pen cui mei fen 0899 0706 3561 4720] and top-burning hot- 
blast stove [ding ran shi re feng lu 7307 3595 1709 3583 7364 3619] have been 
exported as new technologies. 


The Shoudu Iron and Steel Compaay has been very cautious and serious in using 
capital for technical reform. In order to guarantee that the profits delivered 
to the state and their own profits will continue to increase, enterprises must 
pay particular attention to the results and the period of recovery of their 
investments in technical reform. Therefore, they must be particularly cautious 
in this aspect, use the capital in the best way possible, and invest in the 
items that require less investments, produce more products, and result in 

quick returns and considerable interest. It is only in this way that they 

will be able to accumulate capital and use it in new reform items so as to 
create more accumulation and speed up technical reform. Thus, by constantly 
adding investments and expanding production, the capital will grow to quicken 
the pace of modernization and reform and achieve increasii.g economic effects. 
Over the past 5 years, the Shoudu Iron and Steel Company has resorted to this 
method. Juring this period, the company invested 300 million yuan and com- 
pleted 42 major reform items and more than one-half of these items have re- 
covered their investments in 2 years. Thanks to this effort, the company made 
3£2 million yuan in profits from technical reform over the past 3 years. 


According to the Marxist theory of reproduction, there are two ways to expand 
reproduction. Concretely speaking, production can be expanded by the following 
two methods. First, constant improvement in the efficiency in the use of 
capital, and second, constant increases in the capital that has been invested 
in production. The Shoudu Iron and Steel Company has relied on just these 

two methods. The increased profits of the Shoudu Iron and Sceel Company in 
carrying out technical reform over the past 5 years mainly came from the re- 
sults of increasing investments by making use of retained funds; increased 
profits in this aspect made up 44.6 percent of all the profits. 


Third, reform has improved the workers standard of living. 


Following the introduction of the contracted responsibility for increasing 
profit delivery, the Shoudu Iron and Steel Company is also totally responsible 
for the lives of its workers. The 15-year development plan has made arrange- 
ment for quadrupling gross output value and at the same time defined the 
related goals and measures so as to improve workers standard of living. In 
this aspect, the company has relied on arduous work of the whole staff. And 
under the premise that profit delivery will be increased annually, it has 
relied on its own effort in accumulating capital. It has used 60 percent of 
the capital in developing production while the rest has been used in improv- 
ing workers’ material and cultural life. 


The company first reformed the wage and bonus system and replaced it with 

the principle of distribution according to work. In 1982, it introduced the 
system of floating promotion and denotion. Under the condition that profit 
delivery has been increased and award funds are in a position to make payments, 
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the workers who have done well in implementing the system of personal economic 
responsibility who and have made greater contributions are flexibly promoted, 
and these workers will make up 20 percent of the total workers on a yearly 
basis. And on the basis of restructuring organs, fixing staff, readjusting 
leading groups, and consolidating the ranks of workers, and under the principle 
of combining readjustment with reform, the company has recently introduced a 
cadre position wage system and a worker position wage system. In this way, 

the problems between positions and wages have been gradually resolved. The 
bonus system has also been linked with enterprise economic effect. A 2 per- 
cent increase in pr fits means an addition of 0.1 month of standard wages as 

a bonus, while the bonus itself is distributed among workers on the basis of 
the results of implementation of the system of personal economic responsibil- 
ity. In this way, the company has been able to “maintain total volume, provide 
different amounts of bonuses for different units with different achievements 
and no ceiling for individual bonuses." The bonus level in 1983 was equal to 
3.89 months of average standard wages. We believe that the current wage sys- 
tem has many defects and that it must be reformed. But a bonus is still in- 
dispensable. It is because the role of the bonus in encouraging workers to 
carry out over-qucta labor in time, and flexibly and efficiently, cannot be 
replaced by the form of wage payment. In the past 5 years since the company 
carried out technical reform, workers’ average monthly wages plus bonus in 

1978 were 60.60 yuan, and the figure for 1983 was 89.04 yuan, an increase 

of 46.93 percent. This growth is much lower than the 1.23-fold increase of 

net output value and the 1.56-fold increase of profits of the same period. 
During the 5 years, the company paid 55.2 million yuan in bonuses and 3.65 
million yuan for floating wages for promotion, which was covered by the sur- 
plus in award funds. This brought a total payment by the company during this 
period to 58.85 million yuan. This figure only made 7.46 percent of the growth 
of the profits achieved by the company during the same period. 


Workers’ housing facilities have been improved. In the past 5 years, the 
company has allocated 83 million yuan from its capital to build housing facil- 
ities with a total of 505,300 square metres of floor space, or equal to the 
total floor space of the houses built in the 26 years prior to the reform. 

In the past 5 years, a total of more than 8,900 workers families have moved 
into new houses, 2,800 families that were previously living in spaces which 
were too small have had their living facilities readjusted, while the workers 
that joined the company in 1969 have been provided with housing facilities. 
This change has been welcomed not only by those who have received their share 
of the distribution of new houses but also by those who have not, 


Collective cultural and welfare facilities have been improved. In the past 

5 years, the company has built and expanded 4 kindergartens, 3 nursing rooms, 
4 workers’ restrooms, and 18 bathrooms, 2 cultural activity centers, and l 
club, or 28,035 square metres of total building space. According to the 
development plan, the company will also build a library, gymnasium, swimming 
pool, and theater. 


Fourth, reform has strengthened enterprise management. 
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Following the introduction of contracted responsibility for increasing profit 
delivery, the company has an urgent need to reform its management and conse- 
quently it has taken active measures to strengthen its management and raise 
economic effect. 


Following the establishment of the relations between the company and the state 
that are based on the economic responsibility system of increasing profit de- 
livery, the company has gradually formed the economic responsibility system 
that is characteri:zed by integrating responsibility, rights, and interests, 
and by linking responsibility, guarantees, and defining to individual workers. 
In 1983, the company formed a specialized economic responsibility system and 
as a result, it has formed a complete management system that is characterized 
by integrating all the departments concerned throughout the company, coupled 
with responsibility, guarantee, and checking. 


In addition, basic work has also been strengthened and new development has 
been made in statistics management. The company has perfected the means of 
measuring and testing. For example, the weight-testing rate for the raw mater- 
ials purchased by the company, the products produced by and leaving the com- 
pany, and transfers of goods and materials between the factories of the com- 
pany have all reached 100 percent. The company also has perfected 9,114 kinds 
of original records, statistical report forms, and accounts, set up a three- 
Stage statistics archives and established a mandatory statistical system and 
alternate statistical system that take economic effect as their base and 

that are based on the implementation of the economic responsibility system by 
various levels throughout the company. Thus through these measures, the com- 
pany has consequently set up a complete checking system and distribution 
system, and relying on these systems, the company has been able to unifiably 
organize and coordinate the production activities of all the workers. 


Following the introduction of the economic responsibility system, the figures 
required in the process of the management have drastically increased, and 

they cannot be handled through manual labor. Under this condition, the com- 
pany urgently needed computers to carry out management, and this situation 

has created a condition for the use of computers. At present, an upsurge has 
emerged in the company for studying, assembling, and using computers. The 
company and 10 of its major factories and mines now use computers in 80 manage- 
ment items that include producing daily reports on production, cost accounting, 
profit prediction, and wage calculation. 


Fifth, reform has changed the mental outlook of workers. 


Since the implementation of contracted responsibility for increasing profit 
delivery has been introduced by the company, the broad masses of workers 

have witnessed the tremendous changes that have taken place in the company. 
Profit delivery has been increasing each year, a number of quotas have reached 
new levels every year, coupled with such encouraging aspects as that the 
company's modern equipment has been put into production, a great number of 
workers have been subject to floating promotion and a great many have moved 
into new houses each year. They have witnessed and experienced the superior- 
ity of the socialist system and therefore they are confident that as long as 
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they are able to continue with their reform and work tirelessly, they will be 
able to create a still better future through their own labor. It means that 
the realm of their thought has become more lofty. Many of the things that 
could only be done by advanced workers in the past now can be done by many 
workers and there have emerged many moving and typical cases in which the lazy 
have been turned into the diligent andthe backward have become the advanced. 


Following the introduction of contracted responsibility for increasing profit 
delivery, the development of the enterprise has been closely linked with the 
interest of workers, who have become more concerned with the matters of the 
company rather than the matters of their own families. The rate of attendance 
at the meetings to discuss the 15-year development plan was higher than the 
rate of attendance at work, with those on rotating days off and on sick leave 
attending the meetings to air their views. As the growth of annual profits 

is set at 20 percent, the highest point of the previous year becomes the 
starting point for the next year. Consequently, the quotas for responsibility 
guarantees, and checking cannot but be increased annually, many quotas being 
higher than the company's average record and never realized in the past; but 
there are no complaints, nor are there higher requirements in economic treat- 
ment. All workers have been daring in taking such responsibility and com- 
pleting the tasks to guarantee the fulfillment of the assignment. 


II 


There are two reasons for the great changes that have taken place in the Shoudu 
Iron and Steel Company over the past 5 years. One is that the broad masses 

of workers have displayed their initiative as masters of their country and 

the other is that the enterprise has begun to be enlivened. 


First, the introduction of the contracted responsibility for increasing profit 
delivery has made owrkers really feel that they are the masters of the coun- 
try and the company and consequently they are willing to display their initia- 
tive, 


It is determined by socialist public ownership that workers must become the 
masters of enterprises and the country. But public ownership cannot be real- 
ized in an isolated way. If the features of this ownership cannot be demon- 
' strated in various links such as production, exchange (circulation), and 
distribution, there is no way for workers to really experience their position 
as masters of the country. In the past and under the old system, the develop- 
ment of enterprise production and management and the improvement of workers’ 
living standards were all for the state to resolve. This meant that the work- 
ers themselves were not in a position to determine their own fate and con- 
sequently they could not display their initiative and creativity as masters 
of the country. 


But following the introduction of contracted responsibility for increasing 
profit delivery, workers are now in a position not only to use the surplus 
capital they have created in developing their enterprises and improving 
their living standard but also to create a better future for themselves 
through their own labor. This situation in fact reflects the famous Marxist 
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dictum about the proletariat liberating themselves under socialist conditions. 
The enterprises that have introduced contracted responsibility for increasing 
profit delivery do not hand over the enterprise autonomy that has been entrusted 
to them by the state to a few enterprise leaders but to all the workers of 

the enterprises. With the exception of the matters that have to be carried 

out according te the requirements of macroeconomics and mandatory planning, 

all other matters related to production, technical reforms, collective wel- 
fare, and wages and bonus, and particularly collective welfare, have to be 
democratically discussed by workers and they have to be carried out or arranged 
according to the opinions of the majority. In this way, workers are in a posi- 
tion to master their own fate and they can display their roles as masters of 
the country in various links such as production, exchange, and distribution. 

In socialist enterprises, all workers hope that their country will become 
strong and rich, their enterprises will develop, and their living standard will 
be improved. And following the introduction of contracted responsibility for 
increasing profit delivery, the interests of state, enterprises, and workers 
have been closely integrated with current and long-term interests and have 

been united with the work of each staff member and worker. The the workers 

do their work with flying colors, the interests of the 3 sides will be realized; 
otherwise, enterprises can in no way develop and individual lives cannot be 
improved. And no one can be blamed for this situation but the workers them- 
selves because this situation means that they have failed to win credit in 
their work. Consequently, the motive force that is hidden among the workers 
has been tremendously released, to produce increasing and consistent labor 
enthusiasm. 


Second, the introduction of contracted responsibility for increasing profit 
delivery is in line with the needs in the development of enterprise production 
and consequently this system has enlivened enterpris:s. 


Marxism holds that productive forces are the most active. And, in particular, 
socialized mass production itself has an unlimited capability for expansion. 
The three major factors of productive forces are integrated in enterprises 
through management. The enterprises that have a concentration of laborers 
that have grasped the science and technology for mass production and the ma- 
chinery and the raw materials that are needed in producing social products, 
coupled with complete production technology and a complete management system, 
in fact represent organic entities. These enterprises are developing them- 
selves in their movement and therefore "enlivened" describes the nature of 
these enterprises. But under the old system, enterprises bore no economic 
responsiblity for the results of their production, nor did they have decision- 
making powers and their own material interest. All their activities were 
under state unified contro];thus, in such a passive position, there was no 
way for them to display their vitality. 


The starting point and purpose of reforming the economic system is to meet 

the needs in enlivening enterprises and to provide the necessary motive force 
and conditions for enterprises to develop their production. Another purpose 
is to enliven the whole national economy through enlivening enterprises. 
Agricultural reform has resulted in enlivening the basic agricultural economic 
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units through the introduction of contracted responsibilities and finally 

the whole of agricultural production has been enlivened. Comrade Mao Zedong 
made this criticism when he said that if we do not implement the 

general principle of "developing economy to guarantee supply" and "one-sidedly 
stress the importance of finance," “with our brains thinking nothing but finan- 
cial revenues and expenditures every day," the development of productive for- 
ces will be hindered, and this situation must be changed. 


The introduction of contracted responsibility for increasing profit delivery 
means that the enterprises bear economic responsibility toward the state and 
that the enterprises can increase retention when they have overfulfilled their 
production quotas. In this way, enterprises are not only truly responsible 
for their own profits and losses but are also taking the risk of increasing 
economic effects every year. Every year, enterprises must allocate from 

their profits a certain amount to supplement the profits delivered to the 
state in the previous year, and must allocate another amount for technical 
reform before they are able to guarantee their capability of increasing profit 
delivery in the future. That is to say, the income of enterprises is condi- 
tioned by the figures for “increased amount" and “amount of investment." 

If they fail to complete “increased amount," their income in that year will 
decrease, and if they fail to complete "amount of investment," their income 

in future will consequently drop. In fact this method represents "expanded 
reproduction" and not "simple reproduction." No doubt with this method, enter- 
prises are subject to more pressure than with other methods, but such pres- 
sure contains a motive force. In addition, in the process of constantly 
expanding reproduction, enterprises themselves are constantly developing in 
their own strength, they have really become enlivened, to create record levels 
every year. 


III 


The Shoudu Iron and Steel Company also experienced some problem in practice 
and they can be summarized into the following: 


First, the reform must be carried out on the basis of the specific conditions 
of enterprises. Basically there are two methods in handling the economic 
relations between enterprises and the state and they are "distribution" of 
profits and "responsibility" for profit delivery. The defects of the method 
of "distributing" profits have been acknowledged by all. Tax also represents 
the "distribution" between the state and enterprises, with tax rates being 
defined by the state. The method of "distribution" does in no way mean that 
enterprises are totally responsible for profits and losses. This is because 
with this method, enterprises are assured of their income, no matter what the 
results of their production. Therefore, basically speaking, the method of 
distribution is still based on the method of “everybody eating from the same 
big pot." 


The differences in profits among enterprises is determined by many factors. 
Therefore the st.te cannot use the same tax rate for all enterprises or base 
tax rates onprice. Even if the state introduced a medium-level tax rate 
across the country, a number of backward enterprises would face the danger of 
being eliminated, to cause a number of new problems. If this contradiction 
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is resolved through readjusting taxes, it will be helpless in promoting ad- 
vanced enterprises and can be accepted by backward enterprises; and this method 
still cannot depart from the principle of “everybody eating from the same big 
pot.” In fact, enterprise differing enterprise conditions are both objective 
and subjective. Therefore when enterprises have been entrusted with certain 
powers, many objective conditions can be improved through subjective effort. 
What is the method to make all enterprises, with so many differences from each 
other, make progress? The feasible way is to proceed from the current and 
specific conditions of the enterprises, to acknowledge their differences, and 
to let them advance from their own starting points. These features are con- 
tained in contracted responsibility for increasing profit delivery. This 
responsibility system is easy to practice. That is, enterprises are allowed 
to carry out their production according to their own plans after we have 
defined a certain basic figure for responsibility, defined the rate for 
increasing profit delivery, and defined the period for responsibility on the 
basis of the specific level of enterprises, coupled with giving consideration 
to changes that may occur. With this method, enterprises will be able to dis- 
play their advantages and overcome their weaknesses. Even backward enterprises 
will have things to strive for and through technical reform, can make more 
progress and consequently catch up with advanced enterprises after a certain 
period of hard work. 


The rates for the increases in profit delivery can only be defined from lower 
levels and step by step. It is impractical to start the rate at 7, 8 or 

even 10 percent, because too high a rate cannot be fulfilled even after hard 
work has been done; and, as a result, it is impossible to consider simultan- 
eously the interests of the state, the enterprises, and the workers, and there 
will be no way to practice responsibility for increasing profit delivery. Too 
high a rate is imparactical because at the beginning, the foundations of 
enterprises are in general weak, and needs a process of gradual improvement in 
their economic effect. Therefore the rate can be set under the guarantee 

that state finance can be slightly increased (it can be set at least for 5 
years in line with national economic planning and the rate for the enterprises 
that have to be developed under state requirement can be for terms of 10 years). 
In this way, enterprise development will be gradually speeded up. 


Second, vesponsibility for increasing profit delivery must be based on prices 
in the year the system is introduced and changes in price must be converted. 
The current price system is irrational and prices in future will also be 
constantly changed. In order to correctly determine the results of an enter- 
prise it is necessary to get rid of the factor of price changes. Otherwise, 
enterprises and their workers will have no idea of what the results are 

after their one year's hard work. We suggest taking the prices at the time 
the basic figure for responsibility is defined as the base, and when later the 
prices of products or raw materials, energy or motive power are changed to 
offset or increase profits, the decreases or increases must be included in 
the profits that are delivered to the state and, in this way, the changes in 
price will not affect the enterprises themselves. With this method, the 
barriers to the state's readjusting prices will be decreased. And in another 
5 years, the defined basic figure for the responsibility system can be re- 
defined and the profit delivery rate can be increased or decreased on the 
basis of the new prices. 
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Third, the autonomy of enterprises in selling their own products must be grad- 
ually expanded. When enterprises have the right to sell their own products, 
they will be in a position to supplement state planning, to readjust surpluses 
and deficiencies, and to meet still better the needs in social production and 
people's life. Without such autonomy, it will be impossible to regulate the 
market. We are of the opinion that such autonomy must be expanded. The prop- 
ortion of the products that are sold by the Shoudu Iron and Steel Company is 
now 15 to 20 percent and such sales are based on above-quota production. We 
suggest that infuture, all the enterprises that introduce contracted responsi- 
bility for increasing profit delivery must base their responsibility 

on their planned production output in the year responsibility 

is introduced and the proportion of self-old above-quota products must be 
gradgally expanded. This practice will in no way affect state arrangement for 
current production and key construction projects. In addition, self-old 
products are purely commodities. Therefore it is imperative to let the law of 
value fully display its regulating role. With the exception of fine quality 
products of high price, the prices of all other products must be allowed to 
float according to market demand and supply. The method of 5 percent float- 
ing up or down defined by the State Council must be persisted in. 


Fourth, enterprises must be allowed to develop joint ventures. In the pro- 
cess of the development of the national economy, it is natural that certain 
advanced enterprises will be in an advantageous position in such aspects as 
technical level, management level, staff, finance, and materials. The state 
must fully display their advantages so that they will be able to tap their 
potential. These enterprises must also be allowed to carry out, of their 

own accord, such activities as exporting technology, management, capital, and 
manpower and to set up various forms of joint ventures. 


Fifth, enterprises must be entrusted with rights in foreign trade. With such 
rights, they will be able to take active measures to acquaint themselves with 
demand in the international market, to study and import advanced technology, 
and to spare no effort in strengthening the competitiveness of their products. 
They can also import foreign capital in the form of setting up joint ventures. 
In order to put foreign trade under control, it is imperative for the state 

to define the categories of products and technology that can be exported and 
imported and regularly to publish lists of products and their lowest prices. 





Sixth, enterprise decisionmaking powers must be guaranteed. Now the problem 

is thai although the state has decided that the decisionmaking powers of enter- 
prises must be expanded, this decision cannot always be implemented because 

the management departments concerned are still practicing the old method. For 
example, according to state decision, enterprises have the right to deter- 
mine quotas for and the area from which to employ their staff and to select 

the persons they consider most suitable. But the fact is that they cannot 
employ even a single person without the approval of the labor bureau. The 
workers of state enterprises and organs are in general given bathing and 
haircut allowances. And in the Shoudu Iron and Steel Company, of the 110,000 
workes, 70,000 workers that receive no such allowances have been given pre- 
ferential treatment through sales of goods and the level of this preferential 
treatment is not higher than the allowance standard. Once the company allocated 
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2 yuan for each worker to hold a dinner party to celebrate a big increase in 
profits made after 1 year of hard work, with the wines being provided by 
workers themselves. And et this move has caused dissatisfaction with the 
company’s leadership. We think it is not necessary for the management de- 
partment concerned to prohibit workers from carrying out such activities. 


Seventh, wages must be based on a price index while bonus funds must be linked 
to net output value. In this way, people will not worry when prices are ad- 
justed and at the same time, state increases in price subsidies will be re- 
solved. 


The proportions of enterprise-retained capital that are used for developing 
production, collective welfare, and bonuses must constitute respectively 60, 
20 and 20 percent. Seen from the viewpoint of the practice of the company, 
this proportion is appropriate. The 20 percent of retained capital that is 
used in bonuses is aimed at controlling the proportion between bonus funds 
and the growth of net output value. It means that more bonus will be given 
when net output value has grown considerably and that the bonus will be de- 
creased when net output value has dropped. When there is a surplus of bonus 
funds after payment of bonuses, this surplus can be used in floating promotion, 
which may not be carried out when there is no surplus. The range of floating 
promotion can be defined once a year and it is better to define it at 30 
percent. The current 20 percent seems too low. 


We have found from our experience in the past few years that we must have a 
correct guiding ideology before we are able to solve the above-mentioned problems. 
The core is to enliven enterprises and to allow some enterprises and workers to 
become rich earlier than others. That will be possible because of their hard 
work. 


IV 


Reform is a major revolution and it is natural that during this reform there 
will appear many contradictions and struggles. The old system and the deep- 
rooted "leftist" ideology still have their influence and we have found during 
practice that some people are still clinging to "leftist" ideology unconscious- 
ly, while others have become ideologically stagnant. Therefore it is impera- 
tive to strengthen party political work so as to guarantee that the reform 

can be carried out smoothly. 


First of ail it is imperative to carry out dissemination and education work in 
a big way so that the broad masses of workers will be aware of the necessity 
for the reform and will understand that without reform there will be no modern- 
ization. Therefore they must be confident and daring in carrying out reform. 
They must never waver during the reform, nor must they drift with the current. 
They must carry out the reform with more resolute determination and carry it 
through to the end. This education must be carried out repeatedly and in a 
deep way. It is not only the business of enterprises themselves; it is also 
imperative for media circles to create public opinion in a big way. 


It is also necessary to have organizational guarantees. It is imperative to 
follow the four principles for cadres and to promote activists who define the 
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CPC line, who are determined in carrying out reform, and who have the capacity 
to create a new situation into leading positions at various levels so that 
they will be able to lead all the workers and realize the goal of the reform. 
Otherwise, no enterprises or units will become combat collectives with strict 
organization and consequently there will be no way to realize the reform. 


Strict checking, clear-cut rewards and punishment, and strict discipline 

are important guarantees for carrying out the reform. The core of the line, 
principles, and policies of the CPC since the 3d Plenary Session of the 11th 
CPC Central Committee is reform. The planning and methods for the Shoudu 

Iron and Steel Company in experimenting with the reform have all been per- 
sonally approved by the premier. If enterprises carry out the reform sporadi- 
cally, they will become loose organizationally and the reform will eventually 
fail. Therefore we must treat the implementation of the plan for experimenting 
with reform and the plan for quadrupling output value as disciplines with 
which to control ourselves, as education, and as requests to all cadres. Those 
who have acted from departmentalism and self-interest and have sung different 
tunes or opposed the reform or did not play their good part and even made 
trouble, must be criticized. Those who have made serious mistakes in these 
aspects must ve punished or dismissed; there should be no mercy. 


In short, thanks to the reform, and particularly the introduction of con- 
tracted responsibility for increasing profit delivery, the Shoudu Iron and 
Steel Company, which was originally an ordinary enterprise with backward 
equipment, has now become enlivened and has experienced great changes. It 
would be very difficult for any of the most modern enterprises in the most 
advanced capitalist country to increase profits at an average of 20 percent 
annually for 5 successive years, as has been done by this company. For the 
sake of the development of the economy in China, we must continue to do a 
good job of experimenting with the reform of the national economic system. 
Comrade Deng Xiaoping pointed out that the criterion for measuring the reform 
is to see whether this reform is in the interest of building socialism with 
Chinese features, whether it is in the interest of making the country still 
stronger and richer, and whether it is in a position to make people rich. 
The practice of the Shoudu Iron and Steel Company over the past 5 years has 
made us realize the importance of contracted responsibility for increasing 
profit delivery. We are determined to continue to follow this road and to 
increase profits by 20 percent for 10 successive years, so that the company 
will be able to make new contributions to the development of the national 
economy. 


CSO: 4006/414 
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ECONOMIC MANAGEMENT 


DECISION RELAXES RURAL TAX POLICY RESTRAINTS IN SHANXI 
SKO51215 Taiyuan SHANXI RIBAO in Chinese 17 Mar 84 pp 1-2 


[Text] In order to promote the change in the rural economy from a self-support- 
ing and semiself-supporting economy to a commodity economy and open up channels 
for circulating agricultural and sideline products in accordance with the 
guidelines of the party Central Committee's Document No 1 of 1984 and the 
regulations of the current tax law and in line with the actual conditions of 
our province, the provincial financial department made a decision on relaxing 
policy restraints on rural industrial and commercial taxes and trade fair 
taxes. 


1. It will not levy industrial and commercial taxes and industrial and commer- 
cial income taxes on those communes, brigades, collectives, and peasants, 
"including specialized and key household," with “certificates of self-produc- 
tion and self-marketing" that gain earnings from self-produced agricultural 

and sideline products, “including earnings from chickens, ducks, cattle, sheep, 
hogs, minks, rabbits, silkworm and bee raising, grain, vegetables, medicine 
herbs, and fruit planting and engaging in hatchery, and raising newborn do- 
mestic animals and fowl." 


2. Issuance of “certificates of self-production and self-marketing"™ is re- 
laxed in order to be effective among trade fairs in the province and the pro- 
vinces adjacent to ours. 


3. It will exempt new commune-and brigade-run enterprises from a year's in- 
dustrial and commercial taxes: and industrial and commercial income taxes, cal- 
culated from the first day of business, but "20 products, including cigarettes, 
wine, and sugar, are excluded." 


4. Production teams, “brigades and contract households” at rural communes, and 
brigades suffering disaster may enjoy the exemption of over 40 percent of agri- 
cultural taxes a year. They will be exempted from a year's industrial and 
commercial taxes and industrial and commercial income taxes if they engage 

in industrial and handicraft production, transportation and service trades, 

and sell self-produced agricultural, forestry, livestock and aquatic products. 
Those engaged in cigarette, wine, sugar, cotton yarn, and watch selling will 
not be included. 
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5. Those commune-and brigade-run enterprises engaged in both production and 
marketing and produce forage will not pay industrial and commercial taxes and 
industrial and commercial income taxes before the end of 1985. 


6. Industrial and commercial taxes and industrial and commercial income taxes 
will not be collected from commune-and brigade-run enterprises engaged in 
producing and marketing chemical fertilizer, agricultural chemicals, and 
animal medicines in direct service of agricultural production, or from small 
power stations and farm tool repair service. These taxes will not be col- 
lected from those brigade-run enterprises directly serving the livelihood of 
commune members such as bean-curd plant grinderies, oil mills, soy sauce and 
vinegar mills, grain and cotton processing plants, barbershops, and shoe 
spiking and repair services. 


7. From the beginning of 1984, those grassroots supply and marketing coopera- 
tives whose yearly profits are below 2,500 yuan will be exempted from industrial 
and commercial income taxes, and annual industrial and commercial income taxes 
among those grassroots supply and marketing cooperatives whose yearly profits 
range from 2,500 to 10,000 yuan will be reduced 50 percent. 


8. Those rural commune-and brigade-run enterprises engaged in catering and 
service trades and grassroots supply and marketing cooperatives with difficul- 
ties paying the eight-grade excess progressive tax may enjoy red ced taxes for 
a fixed time with the approval of the county or “city” tax bureaus. 


9. During the period of repaying loans and interests, those new and recon- 
structed commune-and brigade-run enterprises whose fixed assets were built 
with loans may repay their loans to the bank with the profits and depreciation 
funds earned from the items which were constructed with the bank loans, and 
they pay their industrial and commercial income taxes. 


Responsible departments are not allowed to collect any profits and funds from 
the enterprises at the time of the repayment of loans. 


CSO: 4006/416 
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ECONOMIC MANAGEMENT 


PROVINCES AID IN XINJIANG DEVELOPMENT 
HK310717 Urumqi Xinjiang Regional Service in Mandarin 1300 GMT 30 Mar 84 


[Text] In order to aid our region's technological development, the State 
Scientific and Technological Commission at the beginning of March held a forum 
on scientific and technological cooperation projects in Xinjiang. The forum 
was attended by 14 provincial and municipal science and technology committees 
and scientific and technological exploitation and exchange centers and some 
relevant central departments. 


It is reported that scientific and technological cooperation has been basically 
arranged in 209 of the 229 scientific and technological projects for which our 
region has asked for the cooperation of the relevant units outside our region. 
Those projects for which scientific and technological cooperation has been 
arranged involve problems that the various regional departments and some pre- 
fectures and autonomous prefectures must urgently solve. After they received 

a notice from the State Scientific and Technological Commission, such munici- 
palities and provinces as Shanghai, Shandong, Shanxi, Zhenjiang, Jiangsu, 
Jilin, Beijing, Shaanxi, Sichuan, Hunan, Hubei, Tianjin, Liaoning, Guangdong, 
Henan, Hebei, Anhui, and Gansu, and some relevant central units, took immediate 
action. In the short period of a little over one-half month, nearly 300 rele- 
vant units in the provinces and municipalities throughout our country rushed to 
arrange scientific and technological cooperation for these projects. Because 
of the vigorous support of various relevant units, not only 89 percent of the 
projects of scientific and technological cooperation put forthby our region 
have been initially arranged, but quite a few units have on their own proposed 
the extension of the content of cooperation. Some of them have recommended to 
our region other projects in which they are able to provide support and cooper- 
ation. 


During the forum, Yang Jun, vice minister in charge of the State Scientific 
and Technological Commission, and (Jiang Ning), chairman of the advisory 
committee of the State Scientific and Technological Commission, gave speeches. 
They called on the technologically-developed areas to vigorously and satis- 
factorily do the work of technology transfer and arrange the transfer of an 
appropriate amount of advanced technology to support Xinjiang's development. 


Participants to the forum unaminously expressed their willingness to do more 
work to help Xinjiang develop its technology and to do their best to complete 
the cooperation projects. 
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ECONOMIC MANAGEMENT 


GUIZHOU ADOPTS PRICE MANAGEMENT MEASURES 
HKO50837 Guiyang Guizhou Provincial Service in Mandarin 2300 GMT 3 Apr 84 


[Text] During party rectification, the Guizhou Provincial Price Bureau has 

conscientiously studied the documents on party rectification and carried out 
simultaneous rectification and correction of defects so that a new situation 
can be created in price work. It has put forth the following eight measures 
to improve management over prices: 


1) To allow the simultaneous existence of diverse price forms under the guid- 
ance of state planning in terms of market price; 2) To decide through negotia- 
tion between state and the individual and collective enterprises, the prices 
of those products of the collective enterprises which are not brought into 
line with the state distribution plan and which are not provided with low- 
price raw materials, and those products of rural specialized households, which 
are not to be distributed or allocated by the state; 3) to adopt a real 
flexible price policy toward the purchase and sale of the third-category in- 
dustrial and agricultural products, and the first- and second-category agri- 
cultural products after fulfilling state purchase and allocation tasks, except 
for a few important commodities whose prices are fixed by the state according 
to the state plan; 4) to allow the drop of the ex-factory or selling prices 

of some products as a result of reducing the links of circulation, overcoming 
circuitous transport, or adopting new techniques, except for a small number 
of industrial and agricultural products whose prices can under no circum 
stances be reduced, as prescribed by the state; 5) To adopt the floating price 
system for brand-name and superior-quality products or unmarketable and over- 
stocked products so that the prices of these products, controlled by the 
production or sales units, can float within a certain range and extent as 
prescribed; 6) to permit both the ex-factory and selling prices of light and 
handicraft industrial products, which are produced and are to be sold in this 
province and are not to be brought into line with the state distribution and 
allocation plans, to be lower than the state market prices; 7) to permit the 
purchase and selling prices of the materials to be allocated or sold outside 
the province, which are not included in the state plan, to be decided through 
negotiations between the state and the collective and private enterprises, 
except for those which have to be sold at state market prices or those which 
are restricted ia enhancing prices; and 8) to concentrate the main energy of 
various price departments on promoting the development of commodity economy 
and to promptly grasp and transmit commodity information so as to give cor- 
rect guidance to commodity circulation, readjust surplus and deficiency, 
control prices, and promote production and sales. 
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JOURNAL ON CORRECT INDEXES OF ECONOMIC RESULTS 
HKO061039 Beijing JINGJI GUANLI in Chinese No 3, 5 Mar 84 pp 54-55, 47 


[Article by Fang Aibao [2455 1947 0202] and Li Xiaoqing [2621 2556 2532] of 
the Anhui Provincial Economic Committee: "How To Assess the Economic Results 
of Enterprises?"--passages within slantlines published in boldface] 


[Text] The guiding principle in our economic work is the discussion of 
economic results. However, raising economic results is no easy matter and a 
great deal of effort is required in many different areas, one important area 
being the construction and perfection of a system and index setup in all levels 
of economic sectors and relevant departments for assessing the economic re- 
sults of enterprises. 


Economic indexes nof. only aid assessment and reveal problems, more importantly 
they enable each region, department, business, and enterprise to make suit- 
able policies and alter production, thereby guiding work in general and stim- 
lating development. Only when indexes are able to reflect accurately the 

most important and outstanding problems in contemporary economics can effective 
means of assussment be implemented to impel each assessment target to draw up 
policies most beneficial for society and thereby ensure smooth production. 
Today the most important and outstanding problems in economics are that: 
Growth in profit tax is nowhere near growth in production value and in some 
cases production increases but revenue does not; many products are not suited 
to the market, which results in overstocking, overutilization of funds, and 
slow turnover; on the one hand there is an energy shortage, and on the other 
consumption is high and there is serious wastage; to date there are still 

a considerable number of enterprises running at a loss; and so on. Thus when 
we construct an index system for assessing economic results we should start 
out from these points and, through the use of assessments, force enterprises 
to work hard to solve these problems facing them and to take the road to in- 
creasing economic results. However, for a long time now we have become ac- 
customed to mainly using gross production value as the target for assessing 
enterprises and this has led to a tendency to stress production speed and 
ignore economic results. Today, economic work in enterprises is in the pro- 
cess of “changing rails" but people's ideas have still not completely shaken 
off old influences and thus, while our guiding ideology has clarified the 
significance of “changing rails," in practical work there is still a tendency 
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to diverge from these rails. Thus, there is a need to carry out reforms in 
our present methods, which mainly involve taking production value and speed 
as important in assessments. Reforms should ensure that we take economic 
results as the center of assessment work and we should uphold the concept of 
using indexes of economic results to assess economic results. 


What kind of indexes of economic results are needed to assess enterprises? 

If we take industrial production as an example, economic resuits should in- 
clude comparisons in four major areas: 1) production results must be re- 
cognized by society and meet social demand. This involves a comparison be- 
tween production results and social demand. 2) In the production process the 
most important aspect of investment is the overall production costs, that is 
all costs incurred in production (including raw materials, fuel, depreciation 
costs, wages and extra costs related to wages, losses through defective prod- 
ucts, workshop management costs, enterprise management costs, sales expenses, 
and so on). This therefore involves a comparison between results and total 
production consumption. 3) In the process of production a certain amount of 
funds must be used up (including fixed assets and circulating funds). These 
are also a part of investment and this, then, involves a comparison between 
results and funds used. 4) Energy represents the motive force of industrial 
production and when there are energy shortages, economizing on energy can not 
only reduce production costs, it can, more importantly, provide motive force 
for other enterprises and create conditions for results in these other enter- 
prises. This thus involves a comparison between results and consumption of 
energy. 


An index system for economic results should include the above-mentioned four 
aspects of economic results, but each index can only reflect one specific 
aspect, or one angle, or one key point. In general, the more indexes included 
in an index system, the more comprehensive the problems which it reflects, 

but then it is not easy to make out any key points, and this can weaken pro- 
duction guidance. Hence important indexes must be specified so as to under- 
line key points and the sphere and content of these important indexes should 
be determined on the basis of different assessment targets. In view of the 
present major problems facing industrial sectors we believe that three in- 
dexes, the production value to profit and tax rate, the sales income to funds 
rate, and the production value to energy consumption rate, should be the major 
indexes for all levels of economic sectors and relevant departments to use 

in their assessments of enterprises under their auspices. 


/Production value to profit and tax rate/ represents the ratio of profit 

and tax to production value and it reflects a comparison between results and 
labor consumption and a comparison between results and social demand. Here 
complete production costs are not used, instead production value is used 
because people are accustomed to using the concept of production value and 
because the sphere of application of production value is very wide and can in- 
clude all kinds of products within it. Profit and tax is that portion of 
sales income left when all production costs are subtracted and it represents 
the source of funds used for improving worker welfare, encouraging worker 
enthusiasm, and carrying our reproduction. The level of the profit and tax 
reflects the state of enterprise management and directly affects state finan- 
cial revenue, and is thus related to state key construction. Hence it is 
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very appropriate to use profit and tax as one item of results. Some people 
consider that since taxes are faily stable and profits can vary a great deal, 
it is not very scientific to bundle them together for assessment. It should 
be realized that profits and tax are two forms of state financial revenue 

and that the ratio of taxes to profits can vary in different enterprises at 
the same time or in the same enterprise at different times. For example, 
heavy industrial taxes are low and profits high, while light industrial 

taxes are high and profits low. During the early years of liberation, the 
proportion of profits was rather large; today taxes are greater in proportion 
and as the "system of substituting taxes for profits delivery" is perfected, 
taxes will gradually replace profit delivery. Hence it is not easy to make 
comparison between profits or regions which have differing production struc- 
tures, or of one enterprise at different times. In addition, profits are 
greatly affected by price factors; however, profit and tax can reduce the 
effect of such price factors. 


The production value to profit and tax rate is also referred to as the profit 
and tax supplied from 100 yuan of production value and it is a very sensitive 
reflection of economic results. For example, in 1982 in Anhui Province, gross 
production value for industries under the system of ownership by the whole 
people reached 11.9 billion yuan, an increase of 11.4 percent over 1981, 
while the profit and tax supplied was 2.37 billion yuan, an increase of 6.3 
percent, over the preceding year. During the same period, losses in those 
enterprises runniny at a loss totaled 87 million yuan, an increase of 10.2 
million yuan over the preceding year. Thus when we use the production value 
to profit and tax rate we see that in 1982 it was 19.93 percent and in 1981 
it was 21.15 percent, thus 1982 was not as good as 1981. From this we can 
see the production value to profit and tax rate can reflect in a concentrated 
form the state of economic results and thus it should be the central index in 
our assessments. Getting to grips with this index is like "grasping the 

ox's nose," at the same time as encouraging departments and enterprises to 
constantly develop, it can also help them to work hard to reduce production 
costs, turn losses into gains, and increase production and revenue. 


/Sales income to funds rate/ represents the ratio of funds utilization to sales 
income and it reflects a comparison between results and funds utilization and 

a comparison between results and social demand. Funds utilization includes 
utilization or circulating funds and utilization of fixed assets. We use sales 
revenue rather than production value because products only gain social recog- 
nition when they have been sold and only then can there be any profit and tax. 
If products are not marketable and become overstocked, the losses caused as a 
result of decreased prices and wastage cannot be included in results. The 
greater these losses are, the slower is the turnover of funds and thus the 
greater the amount of funds utilized. During the first half of 1983 there 

was only a 4.8 percent increase in the sales revenue of state-run industries 

in Anhui Province in comparison to the same period in the preceding year, 

and this was because some goods were unmarketable and thus became overstocked. 
This figure was much less than the general average growth in industrial pro- 
duction value of 8.3 percent and the period for funds turnover increased by 

8 days over the same period in the preceding year. The sales revenue to funds 
rate showed a figure of 30 percent, 1.17 percent higher than the 28.97 percent 
of 1981. From this we can see that the sales revenue to funds rate is able 
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to truly reflect the situation concerning industrial production activities. 
By using this rate as a major index in assessments we can encourage enter- 
prises to increase production and at the same time ensure that attention is 
paid to the variety and quality of products, so that products are both cheap 
and attractive to purchase and also marketable, and thus we can speed up 
funds turnover and reduce funds utilization. 


/Production value to energy consumption rate/ represents the ratio of energy 
consumption (converted into standard coal) to production value. In general 

it is written in the form of energy consumption per unit of results, for ex- 
ample the consumption of standard coal per 10,000 yuan of production value. 

It reflects a comparison between results and energy consumption. In view of 
the present shortages of energy, assessments using this index are very im- 
portant. This is especially true for Anhui, where energy consumptionis 

higher than in surrounding provinces. Let us take 1981 as an example. For 
every 10,000 yuan of production value, standard coal consumption was 2.74 tons 
in Shanghai, 3.84 tons in Jiangsu, 4 tons in Zhejiang, 6.34 tons in Fujian, 
7.04 tons in Shandong, but 8.65 tons in our province of Anhui. In 1982 

there was a slight improvement in energy consumption, but it was still no- 
where near ideal. If energy consumption of standard coal in our province 
could reach a medium level then each year would produce several billion yuan 
of increased production value. Hence taking the production value to energy 
consumption rate as one of the important indexes for assessment can encourage 
enterprises to improve energy management and speed up technological transforma- 
tions designed to save energy, while also working hard to reduce energy con- 
sumption and bring down production costs. 


In conclusion then, the use of these three major indexes, the production value 
to profit and tax rate, the sales income to funds rate, and the production value 
to energy consumption rate, to assess economic results can comprehensively, 
quickly, simply, and accurately reflect the state of economic results. In 
order to distinguish them from other indexes and to thoroughly wipe out the 
one-sided tendency to strive for production value and ignore economic results, 
it is possible, during assessments, to increase the proportion that these 
three indexes represent in overall economic indexes, or, in different situa- 
tions, make use of other computational methods. Naturally, the use of these 
three major indexes of economic results does not mean that we no longer need 
other economic indexes, such as gross production value and profits, for gross 
production value is an important index for measuring the level of production 
and scale and speed of development of one region or an entire country. The 
12th CPC National Congress used the index of gross production value when it 
outlined the glorious target of achieving quadrupling by the end of this 
century. When production conditions are similar, profits are very good at 
pointedly reflecting the standard of management in different enterprises, and 
the use of the profit index can have a very stimulating effect on an enterprise. 
Thus we must not get rid of these two indexes. But we should clearly under- 
stand that in the present situation, if we overstress gross production 

value, then we will inevitably move toward a one-sided striving for production 
value and for speed, and then it will not be possible to achieve a turn for 
the better in economic results. 


CSO: 4006/414 
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BRIEFS 


GUIZHOU ECONOMIC PROCURATORIAL WORK--The Guizhou provincial forum on economic 
procuratorial work clearly pointed out that in economic procuratorial work, it 
is necessary to clearly draw a demarcation line between getting rich through 
hard work and economic crime, and to ensure that blows should be resolutely 
struck at economic crime. The legitimate rights and interests of rural special- 
ized households and major households which get rich through hard work should 

be protected. This forum was held by the provincial people's procuratorate. 

The forum held that it is essential to seriously review the economic cases 
which were dealt with in the past and, upon discovering that the cases were 
incorrectly dealt with or not in accordance withthe spirit of Document No 1 

of the central authorities, it is imperative that they be corrected immediately. 
[Summary] [HKO051532 Guiyang Guizhou Provincial Service in Mandarin 2300 GMT 

23 Mar 84] 


IMPROVING DEFICIT SITUATION--Ismail Amat, chairman of the regional government, 
attended a ceremony to sign contracts for turning deficits into profits for 
the year 1984 which was held during the regional conference on economic work 
today. Ismail Amat delivered a speech at the signing ceremony. He said: The 
main task of turning enterprise deficits into profits is to basically eliminate, 
within this year, the deficits caused by operation and management. Deficits 

of a policy nature should be reduced and measures should be taken to reduce 
the deficits caused by poor management, which are covered up by deficits of 

a policy nature. The profit-making enterprises should strive to cut losses, 
and increase their profits. We must continue to practice the system of per- 
sonal responsibility for leading cadres and implement the policies and 
measures which are advantageous to the reduction of deficits and the increase 
of surpluses. We must strengthen financial supervision, enforce financial 
discipline, prevent tax evasion, and make greater achievements in the work of 
turning deficits into profits. [Excerpts] [HK041453 Urumqi Xinjiang Regional 
Service in Mandarin 1300 GMT 3 Apr 84] 


GUANGDONG LABOR CONTRACT SYSTEM--Guangdong Province has quickly popularized 
the labor ccatract system, a new thing in economic reform. To date, the whole 
province has recruited over 30,000 workers under contract. A labor contract 
provides for the duties and rights of both parties and is protected by state 
law. Both parties to a contract must strictly abide by the terms of the con- 
tract. The remuneration of a contract worker is, on the whole, the same as 
that of a state regular worker. With the establishment of the labor contract 
system, the iron rice bowl system is broken. After the expiration of a con- 
tract, both parties are free to decide whether or not they will sign another 
contract. The Shenzhen Special Economic Zone has recruited some 14,000 workers 
under contract. [Summary] [HK051523 Guangzhou Guangdong Provincial Service in 
Mandarin 1100 GMT 23 Mar 84] 

CsO: 4006/416 
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FINANCE AND BANKING 


SUBSTITUTING TAXES FOR PROFIT DELIVERY DISCUSSED 
Beijing JINGJI RIBAO in Chinese 12 Jan 84 pp l, 3 


(Article by Tian Jiyun (3944 4764 71897: "Several Questions on Improving 
the System of Substituting Tax Payments for Profit Delivery™/ 


/Text/ In 1983, on the basis of summing up experiences gained by all locali- 
ties in pilot units, we instituted "the tax-for profits system while allowing 
the coexistence of tax payments and profit delivery" in a comprehensive way. 
In accordance with the direction and requirements of the restructuring of the 
economic system, the State Council has decided to further improve the system 
of substituting tax payments for profit delivery. In other words, instead of 
allowing tax payments and profit delivery to coexist, profit delivery will be 
totally replaced by tax payments. Instead of handing over profits to the 
state, enterprises will be paying taxes to the state. This will better solve 
the problems of distribution relations between the state and enterprises. 
This is a major step in the restructuring of the urban economic system. As Com- 
rade Zhao Ziyang has pointed out, it may become the key to the restructuring 
of the urban economic system and it may thereby contribute to a breakthrough. 


I. The first step in substituting tax payments for profit delivery has 
proved that the direction of the reform is completely correct. 


Since the 3d Plenary Session of the llth CPC Central Committee, we have 
explored the restructuring of the economic system. First, we increased the 
decision-making powers of enterprises. The first breakthrough we made in 
increasing the decision-making powers of enterprises concerned the distribu- 
tion of profits or the right to /greater/ financial decision-making power. 

To distribute profits between the state and enterprises, we took three general 
steps. First, we allowed enterprises to retain a certain amount of enter- 
prise funds to be used for specified purposes in accordance with state regu- 
lations. Second, we gradually enacted various types of contract systems 
requiring enterprises to assume responsibility for their profits and losses 
and allowing them to retain a certain percentage of profits for their own use. 
At the same time, we enacted the system of substituting tax payments for 
profit delivery in a variety of ways at a few pilot enterprises. Third, on the 
basis of summing up all experiments and weighing the pros and cons in a com- 
prehensive manner, in 1983 the State Council decided to enact the measure 

of "substituting tax payments for profit delivery while allowing the coexis- 
tence of tax payments and profit delivery" in an all-round way in all 
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state-run enterprises. This was the first step in substituting tax payments 
for profit delivery. When the measure of coexistence was first brought up, 
we pointed out that it was not aimed at a complete reform. It was only an 
improved interim measure. We adopted this interim measure because 1) the 
price system was irrational and there was great disparity in the profits of 
different enterprises, and 2) there was no time to devise a more complete, 
rational and comprehensive measure. Practice is the only criterion for 
testing truth. Practicing in the past year or so has shown that the first 
step in substituting tax payments for profit delivery is undoubtedly an 
improvement over the past measure of delivering all profits to the state. This 
is a major reform in China's financial distribution system. Its biggest 
advantage is to legally guarantee the distribution of materiai wealth created 
by enterprises owned by the whole people for society. It can genuinely 
implement the principle of "the state enjoys the largest share, the enter- 
prise a smaller, and the individual the smallest" set forth by Comrade Hu 
Yaobang, and it can guarantee the stability and growth of state revenue on the 
basis of production development. At the same time, it can help prevent enter- 
prises from seeking additional income by unlawful means beyond their legally- 
earned equitable income and causing the consumption funds of organizations 
and individuals to increase too fast as well as too abruptly and surpass the 
potential economic development of society. 


According to preliminary estimates, about 70 percent of the profits made by 
state-run enterprises in 1983 were delivered to the state in the form of tax 
payments and profit delivery. Among the remaining 30 percent retained by the 
enterprises, about 8 percent were used as bonuses to reward staff and workers. 
Although these figures have some incomparable factors, they show that the 
first step in substituting tax payments for profit delivery has guaranteed 
that the state enjoys the largest share, enterprises have equitable income and 
the consumption funds of individuals have been tentatively brought under con- 
trol. This is a promising change conducive to the sound development of the 
national economy and worth our attention. Has the change in the distribution 
relations affected the enthusiasm of staff and workers and the speed of 
economic development? The national economic plan for 1983 has been overful- 
filled in an all-round way. The whole economic situation is unexpectedly 
good. This, of course, should be mainly attributed to the correctness of party 
policies and principles, the efforts of party and government leaders at all 
levels, and the efforts of the broad masses of staff and workers. However, 
the proper readjustment of the distribution relations has mobilized, not 
dampened, the enthusiasm in all fields and has accelerated, not impeded, the 
development of productive forces. Therefore, it must also be considered an 
extremely important factor contributing to the achievement of the excellent 
economic situation. 


Il. Efforts should be made to continuously perfect the system of substituting 
tax payments for profit delivery and carry out the second step in the reform 
of the tax system in a timely manner. 


Why do we need to carry out the second step if the first has so many advan- 
tages? Comrade Mao Zedong said that “everything divides into two." Judged 
from a developmental point of view or by the requirements of the restructuring 
of the economic system, the first step in substituting taxes for profit 
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delivery still has some disadvantages and is not a permanent solution. I think 
there are three major disadvantages: 1) Problems concerning distribution re- 
lations between the state and enterprises have not been completely resolved. 
According to the method of “the coexistence cf tax payments and profit deli- 
very,” enterprises should first pay taxes according to regulations and then 
redistribute the remaining profits between themselves and the state in 
accordance with different systems, such as contract and profit-sharing sys- 
tems. Therefore, enterprises cannot truly carry out the system of assuming 
sole responsibility for their own profits and losses. This is the principle 
of “assuming sole responsibility for one's own profits and losses,” under 
which enterprises remain relatively independent under the guidance of state 
plans and policies after they pay various taxes in accordance with the law. 
The practice of eating out of the “same big pot" still exists. 2) Due to 
an irrational price system, there have been great disparities in the profits 
of different industries and enterprises and in their successes and failures. 
It is on such an imbalanced and irrational system that the first step in sub- 
stituting tax payments for profit delivery has been taken. Thus enterprises 
cannot gain more profits by doing a better job in management, improving 
economic results or making greater contribucions to the state, nor can they 
lose profits by not doing so. This has failed to encourage the advanced and 
spur the backward. 3) The income taxes of enterprises and the distribution 
of profits after taxes are still based on the administrative affiliation 
system of enterprises. This makes it difficult to prevent central and 
regional local authorities from conducting unnecessary administrative inter- 
vention in enterprisies iu terms of their own economic interests. In fact, 
administrative leaders are still the masters of enterprises. 


China is still exploring the restructuring of the urban economic system. The 
model and road it shall follow in enacting a general restructuring have not 
been decided. However, one thing is clear, that is, to pay attention to the 
regulatory role of the market on the prerequisite of considering the state 
plan as the key. Special attention should be paid to fully utilizing the 
function of various economic levers to promote the proper readjustment of 

the line-up enterprises and the product mix, improve enterprise quality and 
economic results, vigorously develop social productive forces and accelerate 
the four modernizations. The central government has decided to further im- 
prove the "“tax-for-profits" system and carry out the second step in the reform 
of the tax system. This is to bring into better play the regulatory role of 
taxes. By establishing proper tax categories and tax rates, we should strive 
to better regulate the distribution relations between the state and enter- 
prises and between different enterprises and guarantee the stability and 
growth of state revenue. At the same time, we should also let enterprises 
have greater decision-making power, greater vitality and greater pressure and 
responsibility, so that the economic lever--taxes--can play a more active and 
effective role in promoting the national economic development, improving 
economic results and increasing national income. This is our basic purpose 
in further improving the tax system. 


III. The second step in the reform of the tax system should deal well with the 


distribution relations between the state and enterprises and between different 
enterprises and create conditions for separating enterprise management from 
government administration and improving the financial system. 
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The second step in the reform of the tax system will encounter many problems. 
The biggest problem is caused by an irrational price system. Reform of the 

tax system should have been carried out after the price system was properly 
readjusted, because it would be easier to fix tax rates. However, our irra- 
tional price system was formed over dozens of years. It cannot be easily read- 
justed in a short period of time. Readjusting the prices of the means of 
subsistence or the means of production affects the people's livelihood either 
directly or indirectly. This has compelled us to adopt an extremely cautious 
attitude toward the readjustment of prices. On the condition that our prices 
are irrational and cannot be readjusted in a short period of time, we should 
strive to carry out the reform of the tax system first and then use it to 
promote the readjustment of the price system, wage system and distribution 
relations. This is our difficulty as well as our starting point in carrying 
out the second step in the reform of the tax system. Therefore, when devising 
plans for the second step, we must adhere to the following principles. 


A. We should correctly handle the distribution relations between the state 
and enterprises. If we want enterprises to become relatively independent 
commodity producers and managers under the guidance of unified state plans and 
policies in a socialist society or if we want to integrate responsibility, 
rights and profits and completely eliminate the practice of eating out of the 
same big pot and the egalitarian problems of enterprises, we must first of all 
solve the problem of the distribution relations between the state and enter- 
prises. A thorough reform of the tax system will enable enterprises to gain 
legitimate economic interests after they fulfill their duties to the state in 
accordance with the law. In other words, as long as they pay fully taxes to 
the state according to law they can keep all the profits they make. Linking 
the interests of the state and enterprises enables enterprises to have both 
pressure and motivation. Only when enterprises have both pressure and motiva- 
tion can we give them real vitality and spur them to concentrate on improving 
quality and economic results, working for their existence and development in 
society and striving to improve their production and living conditions. 


B. By readjusting taxes, we should enable enterprises to carry out competition 
on a generally equal footing so that well-managed enterprises can become the 
winners. The amount and level of enterprise profits are not necessarily 
determined by how well enterprises are managed. To some extent, they are deter- 
mined by external factors such as the level of prices set by the state, the 
situation of natural resources, equipment conditions and geographical 
locations. As mentioned earlier, price readjustments cannot be done within a 
short period of time. We must first create certain conditions and then 
gradually carry out the readjustment on a relatively large scale. Disparity 

in other external factors will exist permanently. Therefore, if we say the 
first step in substituting taxes for profit delivery is to recognize and give 
preferential treatment to the vested interests of enterprises on a de facto, 
unequal basis, we should say the second step is to properly readjust the 
disparity of enterprise income caused by external factors, i.e., de facto 
inequality so that enterprises can have a generally equal social average 
profit rate and compet’ with each other under generally equal conditions. 

When they have a basically equal footing, they will go all out and display 
their own potential and strong points. This is the only way to encourage 
enterprises to turn their attention away from external factors to internal 
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factors so as to improve their quality and economic results. Whether enter- 
prises are advanced or backward will be judged on a new basis. Enterprises 
will face a new trial. The advanced will gain more profits. The backward 
will be threatened or even eliminated. This is the only way to bring up a 
large number of entrepreneurs who are good at management and business opera- 
tions and create a new situation in China's four modernizations. 


C. We must promote the separation of enterprise management from government 
administration. The integration of enterprise management with government 
administration is a serious weakness in our economic system. By perfecting 
the system of substituting tax payments for profit delivery, we should 
separate the economic interests of enterprises from those of central or 
regional authorities. We should change the current practice of distributing 
economic interests in accordance with the affiliation of enterprises. In the 
future, enterprises will pay different taxes to the state and local govern- 
ments regardless of their affiliation. This will help enterprises acquire 
real power to operate and manage their businesses and help government organs 
engage only in "government affairs" and exercise their administrative func- 
tions authorized by the state according to law. Of course, we cannot attain 
the objective of separating enterprise management from government administra- 
tion by merely substituting tax payments for profit delivery. We must also 
carry out corresponding reforms in planning, supply, foreign trade and wage 
systems. 


D. We should create conditions for improving the multi-level financial system 
on a new basis. The financial system of “eating at different kitchens” is a 
historic improvement in China's financial system. It has helped us overcome 

a problem of declining revenue in the course of economic readjustment by 
mobilizing the enthusiasm of all levels to increase income and reduce expen- 
ditures and to make their own financial decisions. However, we must also admit 
that the system of “eating at different kitchens" also has created problems. 

For example, it has promoted blind construction and worsened regional blockades. 
On the basis of perfecting the system of substituting taxes for profit delivery, 
we should abolish the financial system of distributing income in accordance 
with the affiliation relations of enterprises and establish a multi-level finan- 
cial system based on the division of tax categories. All enterprises will have 
to pay different taxes to the state and local governments in accordance with 

the law without regard to their original affiliation. They will have identical 
duties and shared benefits. This will permanently resolve the distribution 
problem between the state and localities. As for dividing tax categories, 

it should be decided in accordance with the requirement of state macroeconomic 
policies and with the political and economic tasks of the state and locali- 
ties. We need to conduct a special study of this problem. 


IV. We should free ourselves from doubts and misgivings and vigorously 
develop our tax reform in opening up a new stage. 


Real reform is never easy sailing. The second step in substituting tax pay- 
ments for profit delivery also will inevitably raise doubts and encounter 
obstacles. Although this has something to do with ideological understanding 
and habitual practices, the main reason is that the reform will affect the 
interests of some departments, regions and enterprises. Therefore, if we want 
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to make a success of the reform, we need to have great determination and 
courage. We also need to carry out more propaganda work to let the public 
understand that in the long run the reform of the tax system is conducive 

to serving the interests of the state and the people because it conforms to 
the direction and requirements of the restructuring of the economic system. 
The public will be thereby encouraged to consider the situation as a whole, 
to subordinate their interests to the interests of the whole and the needs of 
the four modernizations, and to actively and voluntarily plunge into this 
significant reform. 


Some comrades ask whether the nature of enterprise ownership will be affected 
if enterprises carry out "independent accounting and responsibility systems” 
under a socialist system. There are two questions we must clarify. First, 
under a socialist system, industrial and mining enterprises are the real 
producers of the material wealth of society. Therefore, deciding how to 
arouse their enthusiasm to create more material wealth and accelerate the 
development of social productive forces has become our starting point in con- 
sidering questions. Second, when enterprises “assume sole responsibility for 
their own profits and losses," they still have to receive the guidance of 
state plans and policies. They must fulfill state plans, state policies, pay 
the full amount of state revenue and pay taxes and fees for utilizing the 
fixed assets or circulating funds of the state accounting to the law. The 
income of enterprises and individuals is also subordinated to the state law. 
In utilizing their income, enterprises have to follow the guidance of state 
plans and policies and accept the supervision of government organs. Similarly, 
with regard to the increased income earned by expanding reproduction with the 
funds raised by themselves, they have to pay taxes on such earnings in accor- 
dance with the law. Fixed assets purchased by state-run enterprises still 
belong to the whole people. I believe that under these conditions, it is much 
better to have enterprises practice "independent accounting and assume sole 
responsibility for their own profits and losses"--namely, establishing respon- 
sibility systems in enterprises--and to let plant directors and managers 
entrusted by the state and the people display their talents and abilities 

than to have enterprises rely on the state and eat out of the same big pot. 
This will not change the nature of the enterprises under ownership of the whole 
people. This will revitalize the most primary economic units--enterprises-- 
and substantially accelerate the development of productive forces. 


Some comrades worry that carrying out the second step in substituting tax 
payments for profit delivery may affect the interests of enterprises. They 
especially worry that some enterprises may suffer losses and be forced to 
close. Encouraging the advanced and spurring the backward is the fundamental 
principle of the tax reform. It determines whether we can attain the objec- 
tive of the reform. Therefore, tax rates must be designed on the basis of 
average profit rates, namely intermediate levels, so that advanced enter- 
prises can gain more profits. At the saine time, certain considerations must 
be given to those regions and enterprises which have a relatively poor 
economic foundation within a certain period. But such consideration should 
not be permanent. We must close, suspend, merge and retool those enterprises 
which have very poor economic results or which have no need to exist when 
judged from the situation as a whole. If the purpose of the tax reform was 
to allow those enterprises to continue to enjoy an easy life by living off the 
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wealth created by others, such a reform would be meaningless. From this 
point of view, we have no need to worry too much about closing down a few 
enterprises with poor management which have been unable to create wealth 

for society. This is the only way to properly readjust the line-up of enter- 
prises and rapidly improve economic results. 


Some comrades contend that such a reform "will guarantee the profits of the 
state and enterprises, but it will not guarantee the profits of localities.’ 
This is a one-sided point of view. First, when state revenue is guaranteed, 
the profits of enterprises will not be reduced, based on the situation as a 
whole. Furthermore, along with implementation of the system of substituting 
taxes for profit delivery, enterprises will gain more profits. There is no 
doubt about this. It is necessary to properly distribute profits among dif- 
ferent levels of localities. But we need not worry about this. Our top 

priority is to solve the distribution problem between the state and enterprises, 
because it is the key. After this problem is properly solved, and when 
conditions are ripe, solving the distribution problems between central and 

local departments and among different levels of localities will be much easier. 


All reforms involve a certain risk. Relatively speaking, substituting tax 
payments for profit delivery involves little risk. As long as we do a good 
job in preparation work, devise vigorous but safe executive plans and adopt 
practical and feasible measures, we will not have a very large problem carrying 
out the second step in substituting tax payments for profit delivery. When 
we enacted the first step, there were also a few comrades who were skeptical 
about the reform. Along with the development of the reform, those who used 

to support the reform have now become more confident; those who were once 
skeptical about the reform are now actively supporting it. Are these not the 
facts? Our party and cadres have a very good tradition. That is, as long 
as our ideology and understanding are unified, we can overcome all difficul- 
ties and achieve great things. If we have affirmed that the direction of 
substituting tax payments for profit delivery is correct, we must press on in 
the face of difficulties and adhere to our objectives. Now that we have had a 
foundation created by the first step and a good beginning, we can believe 
that the second step will also be successful if we carefully organize and 
guide our work and continuously sum up and improve our practices. 


These are my humble opinions. They are published for your reference only. 
(10 January 1984) 


12302 
CSO: 4006/27/71 








INDUSTRY 


ELECTRONICS INDUSTRY TO BE ‘BACKBONE’ FOR DEVELOPMENT IN GUANGDONG 
HK210418 Guangzhou Guangdong Provincial Service in Mandarin 1100 GMT 18 Mar 84 


[Text] The provincial people's government has decided to develop the electronics 
industry as a backone industry in our province and has formulated seven prefer- 
ential policies to accelerate the development of the electronics industry. This 
is what Vice Governor Kuang Ji announced at a provincial conference of leading 
cadres in the electronics industry which closed today. 


Vice Governor Kuang Ji pointed out: Electronics technology represents the ad- 
vanced productive force in our times. Only by developing the electronics in- 
dustry and computer technology can we influence and raise the economic results 
of the entire society. The quality of the enterprises in our province is poor 
and their management standard is low. They fall far behind the advanced 
provinces and cities in their economic results, financial indexes, and the 
development of new products. This makes them incapable of facing the two chal- 
lenges that they are faced with. In order to bring a rapid change in the back- 
wardness in our enterprises, we must vigorously develop the electronics industry 
and computer technology. Moreover, our province lacks energy and raw materials. 
This objective condition also urges us to speed up the development of the 
electronics industry that consumes less energy and raw materials and intensively 
applies technology. 


Vice Governor Kuang Ji said: In order to support the development of the elec- 
tronics industry, the provincial people's government has decided to implement 
seven preferential policies: 1) We should give aid to the advanced enterprises. 
We should give aid in various spheres to the enterprises that apply advanced 
technology, incur low costs, and have favorable external conditions. 2) We 
should allow key electronic enterprises and products included in the province's 
plan to charge 1 percent more depreciation. 3) We should exempt taxes from 
new electronic products. In the first year that new products are produced, both 
taxes and delivery of profits are exempt; in the second year, only profit 
delivery is exempt. 4) We should allow our enterprises to allocate 0.5 to 1 
percent of their sales of new electronic products to the funds for their tech- 
nological transformation. 5) We should give the key enterpirses and products 
of a developmental nature a tax and profit delivery allownace and for the re- 
payment of the money they have borrowed. 6) We should provide interest-free 

or low-interest loans for the production of key products. 7) Provincial 
finances should allocate the appropriate amount of subsidies for capital pro- 
duction, such as the establishment of test centers and professional research 
institutes, which are necessary for the development of the electronics industry. 
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Vice Governor Li Jianan also attended and spoke at the conference today. The 
provincial conference of leading cadres in the electronics industry opened oz 
ll March. The conference discussed and formulated our province's plan for the 
development of the e ectronics industry and arranged the tasks for this and 
next year. 


CSO: 4013/129 
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INDUSTRY 


BRIEFS 


SHANGHAI TECHNICAL INNOVATIONS--Various enterprises and factories in Shanghai 
have completed 96 major technical innovations in 1983. When all these new 
innovations are put into operation, the city's industrial output value will 
increase by 300 million yuan per year. As a result, the state will be able to 
collect additional taxes of 39 million yuan and earn additional $22 million 


foreign exchange per year. [Summary] [0W251914 Shanghai City Service in 
Mandarin 1100 GMT 29 Feb 84] 


cso: 4013/129 
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FOREIGN TRADE 


CHEN MUHUA FETES BRAZILIAN ECONOMIC DELEGATION 
OW221608 Beijing XINHUA in English 1518 GMT 22 Mar 84 


[Text] Beijing, 22 March (XINHUA)--Chen Muhua, state councilor and minister of 
foreign economic relations and trade, hosted a banquet in honor of a Brazilian 
Government economic delegation led by Minister of Treasury Ernane Galveas here 
this evening. 


Since the establishment of diplomatic relations between China and Brazil in 
1974, the two countries had developed excellent relations in the political, 
economic and trade fields, Chen Muhua said. 


The value of trade between China and Brazil is 32 times as great as in 1974, 
she said. 


Chen Muhua said that China treasured its friendly ties with Brazil and was 
willing to explore new ranges and forms in expanding economic, trade and 
technical cooperation on basis of equality and mutual benefit. She said that 
she could see broad vistas opening up in cooperation and exchange between 

the two countries. 


Galveas Said that his delegation had come here to expand such cooperation 
and upgrade the exchanges of goods and technology between Brazil and China. 


China has a strong attraction for Brazilians, hie said. Brazil attaches 
importance to its relationship with China and will make unremitting efforts 
for its further development. 


This afternoon Minister Galveas called on He Kang, minister of agriculture, 
animal husbandry and fisheries. 


CSO: 4020/90 
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FOREIGN TRADE 


SHANXI LOOKS FOR FOREIGN ECONO) IC COOPERATION 
OW241326 Beijing XINHUA in English 1303 GMT 24 Mar 84 


[Text] Taiyuan, 24 March (XINHUA)--More than 160 representatives from about 
60 foreign firms will take part in a meeting on economic and technical 
cooperation to be held next month in Taiyuan, capital of Shanxi Province, 
China's leading coal producer. 


According to Bai Qingcai, vice-governor of Shanxi, the session from 1 to 10 
April will table 116 projects proposed by the provincial government. 


The projects include technology and equipment for light industry, machine- 
building, coal exploration, energy and the heavy and chemical industries. 


Shanxi has 9,600 industrial enterprises and about one-third of the country's 
verified coal and bauxite reserves. 


Bai Qingcai said about 20 items of technology and equipment worth U.S.$32.46 
million have been imported from Japan, the Federal Republic of German, 
Britain, Italy and Hong Kong since 1981 to upgrade Shanxi's textile, plastic, 
machinery and printing industries. 


Priority will be given to purchases of equipment and accessories, and 
supplies of raw materials. 


China issued regulations to implement the law on joint ventures last year, 
giving such enterprises more preferential treatment in sales, taxation and 


foreign exchange. 


An export commodity exhibition will be held during the meeting. 


CSO: _ 4020/90 
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FOREIGN TRADE 


GUANGDONG STRIVES FOR MORE FOREIGN INVESTMENT 
OW190924 Beijing XINHUA in English 0904 GMT 19 Mar 84 


[Text] Guangzhou, 19 March (XINHUA)--The Guangdong Trust and Investment 
Company (GTIC) will try harder to cooperate with foreign, Hong Kong, Macao 
and Overseas Chinese financial circles, according to its General Manager 
Chen Ming. 


Since its founding 3 years ago, Chen Ming said, the company has used over 
U.S.$100 million in importing advanced technology and equipment and in new 
construction projects. 


These include importing a complete set of equipment able to produce 6,400 tons 
of plastic film for the Guangzhou plastics plant, for which the company in- 
vested U.S.$15 million and 18 million yuan (about U.S.$9 million). 


A trust and real estate development company was founded by the GTIC last 
year to build and renovate houses. 


The company has already invested in some dozen projects. The Shenzhen 
international commercial building, for which the company invested 110 
million Hong Kong dollars, was completed last year. Other projects include 
150,000 square meters of housing in Guangzhou and hotels in Shenzhen and 
Macao. 


The company began to offer international leasing in the latter half of 1983. 
It has already signed agreements on importing equipment worth over U.S.$10 
million through leasing to help over 10 enterprises in the province in 
technical transformation, the general manager said. 


On the plan for 1984, the general manager said that the company would issue 
investment stocks, debentures and securities to Overseas Chinese and absorb 
investment from them. 


It will invest U.S.$50 million in building the Guangzhou International 
Financial and Trade Center and U.S.$12 million in constructing in Beijing 
the Guangdong Hotel with a Guangdong flavor restaurant, general goods store, 
and a shop to sell Guangzhou goods and other facilities. 
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The company has business ties with over 40 banks, securities companies and 
ether financial institutions on 16 countries and regions. 


The Guangdong provincial people's government has approved a change of name 
from GTIC Guangdong International Trust and Investment Company to reflect 


its range of business, the general manager said. [Sentence as received] 


CSO: 4020/90 
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FOREIGN TRADE 


HU YAOBANG ON JAPAN-PRC ECONOMIC COOPERATION 
OW190256 Tokyo KYODO in English 1016 GMT 19 Mar 84 


[Text] Beijing, 19 March, KYODO--The Chinese Government plans to open the way 
for foreigners to establish businesses and start joint ventures with local 
Chinese interests in 10 cities, including Dalian and Qingdao in eastern China, 
according to Communist Party Chief Hu Yaobang. 


Under the plan, the 10 cities, all in coastal regions from Liaoning Province 
in the north to Guangxi Zhuangzu autonomous region in the south, will be given 
power now accorded to four special economic zones in southern China, including 
Shenzhen and Xiamen (Amoy). 


The idea was expressed Sunday during Hu's meeting with visiting former Japanese 
Foreign Minister Masayoshi Ito. 


In the meeting, Hu specifically referred to Dalian in Liaoning Province, and 
Qingdao in Shandong Province, and said: "We'd like to hear what Japanese would 
say about (the expansion of special economic zones to the two cities)." 


Ito is here as new chairman of the Dietmen's League for Japan-China Friendship 
and also as a harbinger of Japanese Prime Minister Yasuhiro Nakasone's 
official 4-day visit beginning Friday. 


Concerning Japan-China economic cooperation, Hu said the Chinese Government is 
giving its top priority to the development of Junggar coal mines in the Inner 
Mongolia autonomous region, north of the country. 


China has been seeking Japan's export credit worth $1.6 billion for the 
project. 


Hu said the development of Hainan Island in the South China Sea, and the 


Sanjiang plateau, northeast of the country, come second and third, 
respectively, in the priority list for Japanese economic cooperation. 


CSO: 4020/90 
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FOREIGN TRADE 


BRIEFS 


NEW APARYMENTS BUILT--Shanghai, 28 March (XINHUA)--Staff members of Chinese- 
foreign joint ventures, family members of Overseas Chinese and compatriots from 
Hong Kong and Macao began last week to move into two newly built apartment 
buildings in Shanghai constructed specially for them to reside. The "AJ 
Apartment Buildings" were built by the Shanghai Patriotic Construction Cor- 
poration, which specialized in high-grade housing for private use. The 180 
apartments were very soon sold out. With hard-wood floor, ventilation equip- 
ment, telephone lines and other facilities, the AJ apartments cost 850 yuan 
(about U.S.$425) per square meter to be paid in foreign currency. The apart- 
ments with two, three or four bedrooms and a drawing room, range from 54 to 

114 square meters each. The two 15-story buildings were built to cope with the 
growing number of joint ventures set up in Shanghai, China's largest industrial 
and commercial city and to provide desirable housing for families of Overseas 
Chinese and Hong Kong and Macao compatriots, according to a spokesman for the 
corporation. Earlier last month, 13 six- and seven-story apartment blocks 
built by the corporation were sold to former industrialists, businessmen and 
senior intellectuals in Shanghai who need to improve their housing conditions. 
[Text] [OW281307 Beijing XINHUA in English 1233 GMT 28 Mar 84] 


MILAN, OSAKA FAIRS--Shanghai, 30 March (XINHUA)--China's leading industrial 
city Shanghai will attend international fairs in Milan, Italy and Osaka, Japan, 
in April. Milan and Osaka, which became twin cities with Shanghai in 1979 and 
1974, have invited Shanghai to take part in their international fairs. The 62d 
Milan 'nternational Fair will be held from 14 to 23 April and attended by more 
than 90 countries and regions. Shanghai will display textiles, silks, garments, 
light industrial products, arts and crafts. A delegation headed by Jiang 
Zhizheng, deputy general manager of the Shanghai Foreign Trade Corporation, 
will leave Shanghai for Italy on 2 April. At the 16th Osaka International Fair 
from 21 to 30 April, Shanghai will display ancient porcelain, jade, ivory and 
stone carvings, reproduction of antique woodcuts, writing brushes, ink sticks, 
ink slabs, paper, textiles, silks, garments and reproductions of valuable 
paintings of the Ming and Qing dynasties (1368--1911). Embroidery and seal 
cutting demonstrations will be given. The delegation will be led by Chen 
Tingfan, deputy general manager of the Shanghai Foreign Trade Corporation. 
[Text] OW300817 Beijing XINHUA in English 0741 GMT 30 Mar 84] 


EXPORT COMMODITY EXHIBITION--Taiyuan, 28 March (XINHUA)--A Shanxi export 
commodity sales exhibition is being held in Taiyuan, capital of Shanxi Province, 
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between 25 March to 10 April, in conjunction with an 1 to 10 April international 
meeting on economic and technical cooperation to be held in the city. Pro- 
vincial foreign trade officials will discuss importation of advanced equipment 
and technology for 116 projects proposed for Shanxi, with 160 representatives 

of 60 foreign firms. The exhibition will give the visitors an overall picture 
of Shanxi's products available for export. Shanxi produces machinery, chemicals, 
metals, minerals, textiles and food for export and has 512 kinds of products in 
the exhibition. Shanxi, which is China's major coal producer, has shifted the 
focus of its exports from traditional farm and side-line produce to capital and 
manufactured goods in the past few years, the officials said. The province ex- 
ported a record 452 varieties of goods worth over 530 million yuan (about 
U.S.$265) in 1983. This was 20 million yuan more than the previous year. In- 
dustrial goods accounted for 70 percent of the total export value, as compared 
with about 40 percent in 1978. [Text] [OW281321 Beijing XINHUA in English 

1041 GMT 28 Mar 84} 


EUROPEAN TECHNOLOGY, EQUIPMENT IMPORTED--Shanghai, 16 March (XINHUA)--China's 
leading industrial center, Shanghai, has signed contracts with the Federal 
Republic of Germany, Switzerland and Sweden to import 35 technical projects 
worth U.S.$44 million. The contracts were signed earlier this year when a 
Shanghai economic delegation headed by Vice-Mayor Zhu Zongbao made a fact- 
finding tour of the above countries plus Denmark and the Hong Kong region. The 
delegation offered 54 more projects to foreign firms for negotiation. The 
imported projects cover technology and techniques for making welding rods, 
special bearings, motor vehicle meters, electronic parts, production lines for 
cameras, beer bottling and hot-blast cupola furnaces as well as various other 
equipment. To upgrade its existing enterprises, Shanghai last year signed 
contracts to import 262 technical projects. A number have already brought 
beneficial results. This year Shanghai has made arrangements to import more 
technology and technical projects. Included are technology for producing high- 
grade electronic consumer goods, means of transport and energy equipment, and 
techniques for making new materials and finished or cold-treated rolled steel 
and other metal products, petro-chemicals and other basic materials. [Text] 
[OW160853 Beijing XINHUA in English 0811 GMT 16 Mar 84] 


PRC, EEC RESUME TEXTILE TALKS--Beijing, 20 March (EEC) here to renew a textile 
agreement which expired at the end of last year, dirlomatic sources said. The 
two sides met late last year in Brussels, but failed to reach agreement on the 
terms of a new treaty in the face of China's demands for a 20 to 40 percent 
increase in quotas for its textile exports to EEC members. The European Com- 
munity wanted to keep any increase in the quota at or below 10 percent, and 
eventually unilaterally imposed a provisional 7 percent rise at the start of 
the year pending the approval of a new accord. The EEC delegation, led by Jean 
Pierre Leng, director of the EEC Foreign relations Department, began the first 
full negotiating session today with a team from the Chinese Trade Ministry, 

the sources said. The talks were scheduled to continue into next week, but the 
sources refused to predict if they would result in a new textile agreement 
being reached. China's textile exports have grown constantly in recent years, 
accounting for a growing share of total Sino-European trade and sparking strong 
reaction from European textile makers. [Text] [0W211437 Hong Kong AFP in 
English 1231 GMT 20 Mar 84] 


CSO: 4020/90 


56 





GENERAL 


WEIHAI CITY CITED AS COLLECTIVE ECONOMY MODEL 
HKO31109 Beijing JINGJI GUANLI in Chinese No 2, 5 Feb 84 pp 33-37 


[Article by Yu Fanghong [0060 2455 4785], Zhou Tingying [0919 1694 5391], 
Liu Hongzhong [0491 3163 6988], Geng Xihai [5105 1585 3189], Geng Kai [5105 
0418], Huang Zhixin [7806 18907 2450] and Zhou Zemin [0719 3419 3046] of the 
Shandong Provincial Joint Investigation Team: "Weihai City Energetically 
Develops City-Town Collective Economy With its own Characteristics"] 


[Text] 1. The Historical Change of the City-Town Collective Industrial Eco- 
nomy of Weihai City 


Weihai is a small city on the Jiaodong Peninsula. Before liberation, ic was 

a naval port of the British and Japanese imperialist aggression. During the 
decades under the rule of British and Japanese imperialism, only several build- 
ings such as consulates and churches and laundries and bakeries that were 
serving the former were built in this city. Weihai was first liberated in 

1945 but in 1947 it was heavily attacked by the KMT army. Therefore, histori- 
cally, this city was deficient in industrial production and its handicraft 
industry was also backward. 


Weihai City was liberated for the second time in 1948. And, following the 
liberation, the CPC and government took active measures to organize handi- 
craftsmen and residents in the city to develop production and improve their 
living standard. By the end of 1949, a total of 13 industrial enterprises 
were formed and rehabilitated. Among them, 7 were enterprises with ownership 
by the whole people whose workers totaled 335 and 6 enterprises included 
handicraft cooperatives and teams that employed 158 workers. The output value 
of the collective enterprises in that year was only 104,000 yuan. After 3 
years of rehabilitation, the number of collective industrial enterprises in- 
creased to 10 in 1952, with 338,000 yuan output value and 399 workers. Handi- 
craft undertaking were organized into cooperatives and their number increased 
to 13 in 1956, with 5.53 million yuan output value and more than 1,400 workers. 
At the same time, a leading organ for the collective industrial enterprises-- 
the joint cooperative of Weihai City handicraft cooperatives was also formed. 
Under the guidance of the city CPC committee and government, the joint cooper- 
ative implemented the "35 rules" for the development of handicrafts that were 
issued by the CPC Central Committee, worked out the related policies and 
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rules and regulations that were a line with the development of the collective 
industrial enterprises, and strengthened its specialized management over 
collective industry. The city industrial management bureau was formed in 

1966 and it shared an office with the joint cooperative. The city also exper- 
ienced the 10 years of turmoil; but thanks to the stable and perfect management 
organs, it was able even during this period to uphold the CPC related prin- 
ciples and policies for collective economy. As a result, the collective 
economy has been able to make rapid progress. The gross output value of the 
collective industry in this city in 1977 reached 138.17 million yuan, coupled 
with 17.92 million yuan of profits and 43.81 million yuan of fixed assets. 
Following the 3d Plenary Session of the llth CPC Central Committee, measures 
have been taken to criticize "leftist" wrong ideology. The collective industry 
in this city has since further developed into specialization, with higher 
development and efficiency. The output value and profits of the collective 
industry on the average increased by 18 and 22 percent annually in the period 
from 1979 to 1981 and these figures were respectively 27 and 114 percent 
higher than the figures for state industry. By the end of 1982, the number 

of collective industrial enterprises increased to 57, representing 66 percent 
of the total city-owned industrial enterprises; their output value was 202.2 
million yuan which represented 57 percent of the city gross industrial output 
value while their profits totaled 36.66 million yuan, representing 59 percent 
of the city's total financial revenues. Since 1949, the collective industry 

of this city on the average has grown by 28 percent annually (the figure for 
state industry is 14.4 percent). Collective industry has overtaken industry 
with ownership by the whole people in such aspects as proportion, efficiency, 
and growth and consequently it is in an important position and has displayed 
an important role in the whole national economy of the city. 


2. The Basic Features of the Development of the City-Town Collective Indus- 
trial Economy in Weihai City 


The basic features of the development of the city-town collective industrial 
economy in Weihai city can be summarized into the following aspects. They 
include proceeding from specific conditions, following the law of the develop- 
ment of the collective economy, seeking truth from facts and building and 
developing city-town collective economy with its own characteristics by 
relying on their own effort. Concretely, there are 3 aspects: 


First, define the guiding ideology of taking the city as the center, uphold 
the "3 keys," and develop city-town collective industry in a big way. 


In his speech to the 2d Plenary Session of the 7th CPC Central Committee, Com- 
rade Mao Zedong said that the key work of the CPC must be shifted from en- 
circling cities by rural areas to leading rural areas from cities. In 1956, 
the Eighth CPC National Congress pointed out that the work of the CPC must 

be shifted to economic construction as the main focus. Many people have not 
become conscious enough in their understanding of the ideology of the CPC 

in shifting key work. Therefore in their actual work, they have failed to 
follow this ideology. But the leading comrades of the Weihai City CPC Com- 
mittee and government have constantly summed up the experiences of their 

long period of practice and have gradually grasped this guiding ideology of 
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the CPC. Consequently, they have defined that in order to construct and de- 
velop their city, they must first of all construct and develop the city it- 
self, and in order to do so they must first of all develop the guiding ideology 
for developing city-town industry. They have also defined that in developing 
city-town industry they must first of all develop the principle of developing 
collective industry in a big way. 


Such guiding ideology is in line with the specific conditions of Weihai City. 
The economic structure of the city showed that its gross industrial and agri- 
cultural output value in 1982 was 459.93 million yuan. Of this figure, in- 
dustrial output value was 352.95 million yuan, representing 76.7 percent of 
the total while agricultural output value was 106.98 million yuan, which made 
up 23.3 percent. The output value of light industry and heavy industry re- 
spectively made up 68 and 32 percent of the gross industrial output value. 
Viewed from the point of ownership, the output value of the enterprises with 
ownership by the whole people was 31.3 percent as against 68.7 percent of 

the enterprises with collective ownership and of the latter figure, the output 
value of the city-owned collective industry was 57.3 percent. It can be 

seen from the size of enterprises that the city has no big enterprise. There 
are only 2 medium enterprises withoutput value making up 5.4 percent of the 
gross industrial output value; small enterprises number 194 and their output 
value makes up 94.6 percent. Therefore it can be seen from the above economic 
structure that the city’s industrial output value is higher than agricultural 
output value, the output value of the collective industry is higher than the 
industry with ownership by the whole people, the output value of small enter- 
prises is higher than that of medium enterprises and that of light industry is 
higher than that of heavy industry. This situation shows that in carrying 
out construction, the city has persisted in the "3 keys" which means taking 
light industry, collective industry, and small enterprises as the key to de- 
veloping the city-town collective economy with its own characteristics under 
definite guiding ideology. Under this guiding ideology, the city has mainly 
resorted to the method of “letting the old lead the new and the hens lay the 
eggs." That is to say, a new product is first of all trial-produced by the 
related old factory in the way of tapping the potential of such factories. 
And under this situation, measures are taken to form a specialized production 
workshop and a complete production technology so as to create the necessary 
conditions. Having created such conditions, other measures are taken to train 
a number of technicians and management staff. After the old factory has 

been able to produce quality products, coupled with the guarantee for supply 
and marketing, all related employees and equipment are separated from the 
factory to form an independent enterprise with investments from management 
departments. And when this new factory has developed into a considerable 
size, it will become a “parent factory" to form a number of “offspring fac- 
tories." Consequently, a situation in which the old factories are leading 
the new ones and the latter have been developing more vigorously one after 
another has emerged. At present, some factories have developed into four and 
five generations. For example, the Weihai boot factory began to “lay eggs” 
in 1965 when its leather processing workshop was separated from it to become 
a leather factory. This leather factory later fostered a leatherware factory 
that consequently produced the No 1 leatherware factory and No 2 plasti« 
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factory that is producing artificial leather; this plastic factory later de- 
veloped the No 3 plastic factory, a plastic material factory and plastic net 
thread factory. The No 3 plastic factory later developed the No 4 plastic 
factory and in 1979, developed a cloth-shoe factory. Thus six generations 
of factories have emerged during the 6 years, with "10 eggs" having been 
"laid." And this means that 1 factory has developed into 11 factories. In 
1982, the output value of these 11 factories totaled 50.15 million yuan and 
their profits were 34.98 million yuan which was 54.6 fold higher than the 
profits of the original boot factory before it began "to lay eggs." Since 
1956, Weihai City has resorted to this method and consequently it has developed 
3€ city-owned collective enterprises that created 150 million yuan of output 
value in 1982 and this figure made up 66.9 percent of the output value of the 
total number of city-owned collective enterprises. The profits were 1.638 
million yuan, 68.4 percent of the total profits of the city-owned collective 
enterprises. 


Second, persist in integrating rural areas with urban areas and industry 

with agriculture, linking factories with cooperatives and dispersing production 
to promote the common development of the city-town collective economic and 
city-town construction. 


In developing city-town economy with this method, the city has also based it- 
self on specific conditions. Take the situation of the structure of the popu- 
lation of the city in 1982. Of the 210,000 population at that time, 22.3 per- 
cent were urban population while the remaining 77.7 percent were rural popu- 
lation. Contrary to this proportion, industrial output value made up 77 per- 
cent while agricultural output value made up 23 percent. The contradiction 
between small urban population and the plan to develop city-town industry in 

a big way began to emerge as early as in the beginning of the 1960's. Com- 
rades of this city learned from the experiences and lessons of the "Great 

Leap Forward" that was characterized by unbalanced economy as a result of 
blindly developing state-owned heavy industry and consequently heavy indus- 
trial development projects could not but be cancelled. And in order to prevent 
an enormous labor force from entering the city and, at the same time to resolve 
the labor shortage in urban areas, they defined a unified plan, followed the 
principle of coordination, mutual help, and mutual interest between rural 

areas and urban areas and resorted to the method of linking factories with 
cooperatives and dispersing production to consequently promote and develop 
production. 


The city of Weihai has mainly resorted to two forms in dispersing production. 
One is coordination between rural and urban areas. That is to say, certain 
production processes are carried out in rural areas. For example, the de- 
signs of embroidery, carpets, and drawnwork and the finishing works such as 
sorting out, checking, and packaging are all completed by factories in the 
city; but the embroidering and manufacturing are carried out in rural areas. 
The masses have termed this method as "centralization of supply and market- 
ing, spreading of processing but with unified management and coordinated 
production.” Another method is to organize coordination among specialized 
departments for certain products. The factories in the city entrusted peo- 
ple's communes and production teams with the production of certain products 
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Or parts. The factories are responsible for supply and marketing and managing 
production. Naturally, the people's communes and production teams are paid for 
the processing. The production of mechanical and plastic products as well as 
leatherwares is carried out in this way. By the end of 1982, a total of 52 
enterprises in the city that made up 60 percent of the city-owned enterprises 
had spread their production. Such production has been spread from the out- 
skirts of the city to 5 prefectures such as Mouping and Wendeng. There are 
not 389 processing points, of which 257 are in the city and 132 are in the 
prefectures of other cities. The number of workers organized to take part in 
this processing work totaled more than 13,000; traditional processing work 
such as embroidery has been carried out in most peasant households. Process- 
ing expenses in 1982 were 20.77 million yuan. 


Certain principles have been defined for processing work and coordination 
among specialized departments. They include: First, the spreading of pro- 
duction is to be aimed at promoting production and not just for the sake of 
spreading work; second, strengthen guidance, make unified arrangement and 
stress the importance of the four unifications--unifying the items that are 
to be processed, unifying the location of processing points, unifying definite 
processing fees and unifying the arrangement of labor force; and third, up- 
hold the principle of mutual voluntary and mutual interest and rationally de- 
fine the proportion between processing fees and profit retention under the 
principle of increasing the income of the people's communes and production 
teams without having to increase industrial costs. As a result, the city has 
been able to display the advantages of its advanced technology and equipment 
and fully tap the potential of labor force, land, and factories in rural 
areas. 


Dispersion of production has displayed an important role in developing the 
national economy of Weihai City. First, it has speeded up the development of 
the city collective industry. The statistics of the 16 trades of carpet, 
embroidery, garment, leather wares and plastics and others showed that the 
gross industrial output value and the profits of these trades in 1982 were 
respectively 24.7 fold and 92.4 fold higher than 1970 when the method of dis- 
persing production was yet to be introduced. Second, it has promoted the 
output of the industrial and sideline production of the people's communes and 
production teams. Since the introduction of dispersion of production, urban 
industry has supported the processing points in rural areas with more than 
2,000 pieces of various kinds of equipment and trained more than 22,000 
technicians and management staff. Through coordination between rural and 
urban areas, more than 30 percent of the industrial products of people's 
communes and production teams have been directly and indirectly included in 
state planning. In 1982, urban industry paid a total of 16.97 million yuan 
for processing in rural areas, with an average of more than 100 yuan for 

each peasant. This achievement has developed the industry of people's com- 
munes and production teams and improved peasants’ living standards. Third, 
it has effectively controlled the growth of urban population and lightened 
the burdens of urban areas. The industrial production of Weihai City has 
grown 126 fold in the 3% years since the founding of the PRC; but urban popu- 
lation only grew 1.1 fold to increase by 25,000. And of this figure, 14,000 
represents natural growth and 11,000 represents mechanical growth. If the 
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tens of thousands of people that are currently doing processing work in rural 
areas are concentrated in cities, it would require enormous housing facili- 
ties, with an addition of about 10 million jin commodity grain annually and 
other service facilities. Weihai City is now characterized by free-flowing 
traffic and ample housing facilities and this situation is inseparable from 

the method of integrating urban with rural areas and dispersing production. 
Fourth, it has further strengthened the worker-peasant all‘ance. With coordin- 
ation between rural and urban areas, the economic interest between urban workers 
and rural peasants has been directly linked and consequently they have become 
more concerned with each other in making common progress. Fifth, it has pro- 
moted town construction. The dispersion of the production of industrial 
products to rural areas has promoted the development of industry that is run 

by people's communes and production teams, quickened the division of labor in 
agriculture, and promoted the concentration of production and the concentration 
of rural population and consequently it has promoted the development of town 
construction. The dispersion of urban industrial production has expanded the 
economic relations between urban and rural areas to gradually form an economic 
network and social structure that are linking agriculture with industry and 
commerce. So far, seven satellite towns have been built around Weihai City. 
Consequently, the roles of cities have become more outstanding and this situa- 
tion has constituted a social, ideological, and materialistic foundation for 
the realization of the system of cities leading rural areas. 


Third, carry out unified management and accounting by various levels with 
their own responsibility for both profits and losses so as to effectively 
concentrate capital and display the roles of the capital still better. 


Prior to 1981, the collective industrial enterprises in Weihai City were im 
plementing the principle of unified responsibility for profits and losses. 
That is to say, the collective industrial enterprises paid 55 percent tax and 
allocated 6 percent for a cooperative fund from their profits and the rest of 
the profits were under the unified management of the management bureau. But 
since 1981, according to the directive of the State Council and the historic 
and specific situations of the development of the collective economy of the 
city, the above-mentioned principle has been changed into unified management, 
accounting by various levels, and responsibility for individual profits and 
losses. That is to say, the collective economic management bureau has de- 
fined 4 proportions for enterprise profit retention on the basis of the amount 
of the profits, with the lowest proportion being 20 percent and the highest 
proportion being 80 percent. That part of the income that has surpassed 
policy will all be retained by the enterprises. This method has been able not 
only to mobilize the initiative of enterprises and combine their material in- 
terest with the results of their business but also to make the management 
bureau itself take on the nature of an enterprise. This situation is in the 
interest of developing the whole collective economy, technically reforming 
enterprises, and planning and arranging in a unified manner large-scale col- 
lective welfare undertakings so as to use capital still more effectively and 
avoid the waste that may occur when the capital is excessively dispersed. 








3. The Factors That Are Relied on by Weihai City in Developing City-Town 
Collective Industrial Economy 


First, reliance on CPC leadership and policy. 


CPC leadership means making proposals and using cadres and these two aspects 
are shown in policy. Weihai City CPC Committee and government have paid a lot 
of attention to the development of city-town collective economy. Consequent- 
ly, they have worked out a series of policies and taken a series of measures 
that can develop city-town collective economy. They have unified understand- 
ing, have shown their concern politically, given economic protection and sup- 
ported others’ work. All these have represented a basic guarantee for the 
development of the city-town collective economy of the city. 


Unified understanding means that the leadership of the city CPC committee has 
constantly corrected its wrong ideology and vague understanding about develop- 
ing city-town collective economy. At the same time, it has also paid atten- 
tion to summing up the experiences and lessons in its work and consequently 
taken the relevant measures to solve problems. The political concern means 
that the city CPC committee and government have respected the decisionmaking 
power of the collective enterprises and have treated both the collective enter- 
prises and state-owned enterprises on the same footing politically. Economic 
protection means that the leadership will not appropriate the capital, labor 
force, and equipment of the collective enterprises; nor will it squeeze the 
raw materials and energy of the enterprises, shift expenses onto the enter- 
prises, change the subordinate relations of the collective economy and upgrade 
or change the nature of this economy in order to protect the rights of the 
collective enterprises. Supporting ones’ work means that the city CPC com- 
mittee has put the work of developing the collective economy on the agenda 

and conscientiously studied and made proper arrangement to solve the problems 
with regard to major questions such as the development planning, capital con- 
struction items, technical reforms and labor force arrangement of the citv- 
town collective economy as a move to support the work of the management de- 
partments. 


Second, reliance on scientific and technical progress. 


A very important reason for Weihai City being able to rapidly develop city- 
town collective industry is reliance on science and technology. Take the 
situations of the second light industrial enterprises in the city for example. 
The second light industrial enterprises have paid very much attention to 
technical reform of major products since 1971. In the past 12 years, the 
city has spent 33.04 million yuan on technical reform, imported 427 pieces of 
advanced equipment, reformed 49 items of important technical processes, 

formed 21 production lines and completed 170 research items on new products. 
Since 1981, 43 out of 68 scientific research items have been put into produc- 
tion, with some reaching national advanced level and having a certain influence 
internationally. The technical reform mainly includes three aspects. First, 
it is aimed at decreasing energy consumption; second, reforming backward pro- 
duction technology and third, replacing old products. The reform over the 
past few years has been mainly concentrated in the carpet, plastic, and 
leather industries. For example, a total of 4.94 million yuan in investments 
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have been made in the carpet industry to replace 41 pieces of equipment, 
reform /7 technical processes, and reform an old factory with a total floor 
space of 10,000 square meters. In the past decade, the production of the 
carpet industry has grown 21.8 fold, output value has increased 61.5 fold, 
and profits have grown 46.7 fold. This industry is now making more than 3 
million yuan of profits annually. 


In strengthening scientific and technical work, measures have also been taken 
to implement the policy for intellectuals. The intellectuals that have been 
employed in the positions that have made them unable to use what they have 
learned have been given other jobs that accord with what they have learned. 
The titles of a total of 960 scientists and technicians across the city have 
been defined while 265 have been promoted as medium level scientists and 
technicians; measures have also been taken to properly arrange the life of 
intellectuals. The housing facilities of a total of 800 scientists and tech- 
nicians have been readjusted and the problems of those whose wives or 
husbands were living in other places have been resolved. These measures have 
to a greater extent mobilized the initaitive of scientists and technicians. 
Attention has also been paid to the scientists and technicians who have been 
recruited from other places and have acquired specialized advantages. In its 
technical coordination with 30 institutes of higher learning in other places, 
the city has carried out 30 research items over the past few years, of which 
12 have been put into production with considerable economic effect. 


In order to improve the workers’ technical level, Weihai City so far has formed 
30 spare-time schools with more than 13,000 participants that make up 86 
percent of regular industrial workers. The second light industrial enterprises 
have trained 165 scientists and technicians from among workers in the past 

4 years, with an average of more than 5 for each of the enterprises. 


Third, reliance on the related management departments. 


The city-town collective industrial enterprises are producing small quantities 
of products. Consequently, the products they are producing are very rich in 
varieties and the production is subject to quick changes. This situation also 
means that there are numerous enterprises. Therefore such enterprises are 
very strong in the sense of policy. It is only natural that the collective 
economy can in no way develop in a big way without relatively stable management 
organs. It is exactly because Weihai City has all along maintained the man- 
agement system that its city-town collective economy has been able to make 
progress. Nationally, the management organs of the city-town collective eco- 
nomy were changed drastically on two occasions after the founding of the PRC. 
Ihe first change took place during the "Great Leap Forward" years when the 
handicrafts cooperatives that had just been formed were upgraded in a big 

way while handicraft joint cooperatives at various levels were abolished. 

[The second change was during the 10 years of turmoil when the collective man- 
agement organs in mauy places were abolished, merged, or lost their function. 
Practice proved that each time the city-town collective economic management 
organs were abolished or merged, the assets of this economy were appropriated 
and this move was followed by weakin, in production, fluctuation in the 

ranks of workers, decreased production of daily necessity goods and decreased 


, 
hu 





varieties of products and all these resulted in tense market supply. Weihai 
City organized handi: aft joint cooperatives in the 1959's and formed the 
second light industrial bureau in the 1960's. Although the names of such 
Organizations have been changed, their organizational structure has remained 
stable and consequently the city has been able to guarantee a stable develop- 
ment of city-town collective industrial enterprises. 


4. Some Enlightenments 


We-have found the following enlightenments from the investigations of the 
collective economy of Weihai City. 


First, it is imperative to raise our understanding of the importance of city- 
town collective economy and have a correct attitude toward it. Weihai City 
has paid a great deal of attention to the understanding and attitude taken 

by cadres and workers in this aspect and consequently it has resolved this 
question quite satisfactorily. Therefore, while the collective economy in other 
places has been subject to scorn and spoil, such economy in this city has been 
welcomed by workers who have been willing to work with collective economic 
enterprises. The cadres and workers that are working with such enterprises 
are very proud of having such a chance. If the leadership and the masses in 
other cities across the country have the same understanding and attitude to- 
ward the collective economy as those in Weihai City, there is no doubt that 
the vitality and advantages of city-town collective economy will be able to 
display their roles still better. 


Second, it is imperative to proceed from specific conditions and take one's 

own road of development. In developing city-town collective economy, Weihai 
City has persisted in the principle of seeking truth from facts and proceeding 
from its specific conditions and consequently it has been able to take the 

road of developing city-town collective economy with its own characteristics. 
But such aspects as proceeding from specific conditions, seeking truth from 
facts, and taking one's own road in developing industry are applicable to other 
places. 


Third, it is imperative to uphold the ideology of taking the city as the center 
and integrating urban with rural areas and workers with peasants. The metro- 
politanization represents a natural trend in the development of social his- 
tory. Following the development of economic and labor productivity, agri- 
cultural population will gradually change into non-agricultural population 
while rural population will gradually flow into cities and towns. How to 
solve this problem? The past practice was to send a great number of educated 
young people to rural areas where they had to settle down. Now many places 
have forbidden them to return to cities and this move has been aimed at 
helping to control urban population. This method is not the solution. That 
is to say, the only way out is to follow the example of Weihai City in forming 
itself into a center, taking the road of integrating rural with urban areas 
and workers with peasants, and developing big and small collective industrial 
enterprises with intensive labor in a big way. In this way, we can solve the 
problem of the employment of educated young people in cities, make arrange- 
ment for scattered laborers and the disabled, and absorb surplus the labor 
force from rural areas. 
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The road taken by Weihai City in developing city-town collective industrial 
economy is an example for medium and small cities across the country in 
solving employment and it has served as a reference for us in studying the 
social development strategy of rural and urban economy which is a very import- 


ant question. 


CSO: 4006/417 
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GENERAL 


NINGXIA MEETING CALLS FOR UPSWING IN ECONOMY 
HKO30628 Yinchuan NINGXIA RIBAO in Chinese 21 Mar 84 p 1 


[Report: "Regional Economic Work Meeting Calls on Workers To Create a New 
Situation in Achieving Better Economic Results"] 


[Text] Workers on the economic front must further seek unity of thinking, 
emancipate their minds, bestir themselves, and redouble their efforts to 

create a new situation in achieving better economic results in the region so as 
to strive for the goal set by Comrade Hu Yaobang that Ningxia should "first 
bring about an upswing” in its economy so as to catch up with the medium 

level of the country. This was called for at a regional economic work meet- 
ing, which the regional people's government held from 15 to 19 March. 


In a statement made during his recent inspection tour in Guangxi, Comrade Hu 
Yaobang pointed out: Five autonomous regions must strive to make greater 
advances in their economic construction. "Guangxi and Ningxia must take the 
lead in bringing about an upswing in this respect so that they will at least 
catch up with the level of the country's national economy, or surpass it.” 
This remark by Comrade Hu Yaobang greatly inspired and spurred on the meeting 
participants. They said: The successes our region achieved in industry and 
agriculture in 1983 have been the greatest since the 3d Plenary Session of the 
llth CPC Central Committee, but to catch up with the medium level of the 
country's national economy, we still have a long way to go. Meeting the de- 
mands set by Comrade Hu Yaobang for making our region's economy catch up 

with the national medium level is a matter of prime importance in acting in 
unison with the party Central Committee politically and ideologically. By 
taking improvement of economic results as a major item and centering on the 
goal set by Comrade Hu Yaobang that Ningxia must strive to catch up with the 
medium level of the country's national economy, and in the spirit of coordina- 
ting the growth rate with economic results, promoting production and commodity 
circulation simultaneously, and building the two civilizations simultaneously, 
the meeting summed up and exchanged experiences, and discussed and set forth 
the tasks for this year. The meeting stressed: 1984 is a year of crucial 
importance for fulfilling the "Sixth Five-Year Plan" ahead of schedule and 

a year of starting to catch up with the medium level of the country's na- 
tional economy. To attain the simultaneous growth of production, profits, 
taxes, and revenue, it is essential for us to grasp well production, commodity 
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circulation, economic work, and the work of making up deficits and increasing 
profits. The region's government-run enterprises must fulfill the targets of 
making up deficits and increasing surpluses. Meanwhile, it is essential for 

us to make further efforts to carry out enterprise consolidation and to improve 
enterprise quality. This year, 70 percent of industrial and transport enter- 
prises should be consolidated up to the acknowledged standard while 60 per- 
cent of enterprises of the commercial, grain, building, and reclamation sys- 
tems should do the same. The enterprise consolidation in these fields will 
help to make up deficits and to increase surpluses. 


According to the actual conditions of all localities and departments, the 
meeting proposed that effective measures be adopted at three levels to achieve 
better economic results. First, departments, localities, and enterprises whose 
rate of profit tax is under 15 percent, which is lower than the region's aver- 
age level, should make greater efforts to raise their rate of profit tax above 
15 percent and to catch up with the region's average level. Second, departments, 
localities, and enterprises which are in an intermediate state in the region 

in terms of economic results, should further tap potentials and adopt new 
measures to strive to raise their rate of profit tax to 22 percent, an aver- 
age level of the country. And third, departments, localities, and enterprises 
whose rate of profit tax is up to or above the average level of the country 
should do their best to raise the rate to or above 30 percent, an advanced 
level of the country. 


At the closing ceremony, Li Yunhe, vice chairman of the region, made a sum- 
mary report on the meeting, and Hei Boli, chairman of the region, delivered 

a speech on ideological emancipation, the open-door policy, utilization of for- 
eign funds, introduction of advanced technology, and the problem of stepping 
up the region's economic development. Before the conclusion of the meeting, 
Li Xuezhi, secretary of the regional CPC committee, also took the floor. In 
his speech, he stressed: We should take Comrade Hu Yaobang's demands as our 
first central target in bringing about an upswing in economic development and 
take improvement of economic results as a matter of prime importance in enter- 
prise consolidation. We must make every effort to turn losses into profits 
and to increase production. We must further emancipate our minds, be bold to 
carry out reforms and to make renovations, and be active in introducing 
advanced technology and able people from other provinces and abroad so as to 
catch up with and surpass the advanced. We must seek unity of thinking in 

the spirit of party rectification, consolidate leading groups, apply the prin- 
ciple of simultaneous rectification and correction of defects and correction 
of defects before rectification, increase purity in party spirit, and eradi- 
cate factionalism so as to strive to fulfill the "Sixth Five-Year Plan" a 


year in advance. 


CSO: 4006/416 
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PUBLICATIONS 


HEBEI"S GAO YANG EDITS ECONOMIC ARTICLES 
OW0 30045 Beijing XINHUA Domestic Service in Chinese 1147 GMT 1 Apr 84 


[Text] Shijiazhuang, 1 Apr (XINHUA)--Volumes 1 and 2 of the "Selected Eco- 
nomic Articles of Hebei" with Gao Yang, first secretary of the Hebei Provincial 
CPC Committee, as the chief editor have been published by the Hebei People's 
Publishing House and are being distributed by the XINHUA Bookstore in Shijia- 
zhuang, beginning today. 


To upgrade the cadres’ economic proficiency and change the situation where 
many leading economic cadres do not understand economic work, people in Hebei 
have, since last June, been encouraged to write and read economic articles and 
apply what these articles teach. In the course of 6 months or so, 769 economic 
articles on integrating theory with practice have been written by economic 
workers and economic theoreticians. An editorial department headed by Comrade 
Gao Yang has also been set up in the province to compile these economic arti- 
cles, some of which have been published in the form of "loose leaf articles." 
Volumes 1 and 2 of the "Selected Economic Articles of Hebei" have been pub- 
lished on the basis of these loose leaf articles. 


The two volumes have incorporated 50 articles on agricultural, industrial and 
commercial operations. These articles, through a review of experiences and 
lessons in economic work, will also serve to propagate from various angles 

the Marxist political and economic theories as well as knowledge about industry, 
agriculture, finance, trade and other economic subjects. The articles are 
interesting as the subheads are uniquely styled, the language is lively, and 

the writings are clear and easy to understand. 


Volumes 3 and 4 of the selected articles will be published in Hebei in August. 


CSO: 4006/416 
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HONG KONG ECONOMIC TRENDS 


NEW FOREIGN INVESTMENT IN MANUFACTURING SECTOR 
HKO060151 Hong Kong HONG KONG STANDARD in English 6 Dec 83 BUSINESS STANDARD p 1 
[Article by Lau Wai-kong: "Cheaper Sites See More Foreign Projects Founded"] 


[Text] Fifteen new foreign investment projects in the manufacturing sector of 
Hong Kong will be in full operation before the end of 1984, and another 18 pro- 
jects have a high potential of being launched in the coming 18 months. 


The principal trade officer of Industry Department, S. S. Tam, said foreign 
investors still consider the investment atmosphere in Hong Kong positive. He 
noted that the weakening property market, which lowers the price of factory 
sites, is a major cause contributing to foreign investment. 


The 15 new investments are classified as completed projects, which means foreign 
investors have decided to proceed with the investment, he said. 


He noted that of the 15 projects, six are invested in high technology items, 
such as computer-related products and featured telephones. 


Of these six investments, four come from the U.S. and two from Canada, he added. 


Among the remaining nine projects, five come from Britain, tow from Japan, one 
each from Italy and Germany, he said, noting that the industries invested in by 
these countries are widespread. 


On the amount of investment, only seven of them are willing to reveal the 
figures, Mr Tam said, adding that the estimated investment of these seven pro- 
jects amounts to $250 million, employing a total of 1,320 workers. Three of 
these investments come from Britain, two from Japan, which are the expansion of 
existing facilities in zipper [as published] and in concrete, one from both the 
U.S. and West Germany. 


Of the 19 projects with high potential, he said six were from the U.S., but he 
declined to reveal the industrial nature of these projects, noting they have 
not been confirmed yet. 


He said these items were classified as those projects could be reasonably ex- 
pected to take favourable actions within 12 to 18 months. 
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He pointed out that foreign companies usually took several years to work out 
investment decisions, based on a series of feasibility studies. 


Among these project, six come from the U.S., he said, noting that the U.S. would 
continue to be the leader of foreign investment in Hong Kong's manufacturing 
sector. 


He pointed out that of the $7.75 billion foreign investment in the manufacturing 
industry here up to last October, 46 per cent comes from the U.S., 29.7 per cent 
from Japan and 5.8 per cent from Britain. 


Foreign investors have high regard on Hong Kong as a favourable location for 
investment, because it enjoys the advantages of skilled labour force, low 
taxes, stability and a free economy, he said. 


The Industry Department recently visited 40 factories, which have indicated 
moves of reinvestment both planned or implemented, Mr Tam said, noting that the 
total amount of these reinvestments was $1.5 billion. 


However, he added that these investment figures were just reference for the 


department, and they are not the general picture of the Hong Kong manufacturing 
sector. 


CSO: 4020/046 
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HONG KONG ECONOMIC TRENDS 


FINANCIAL SECRETARY PRESENTS 1984-85 BUDGET 
HKO10330 Hong Kong Domestic Service in English 1000 GMT 29 Feb 84 


[Excerpts] The financial secretary, Sir John Bremridge, has proposed in his 
budget speech that the standard rate of taxation go up from 15 percent to 17 
percent, and profits tax from corporations would also be raised from 16 and 1/2 
percent to 18 and 1/2. It is proposed to levy a HKS$5 tax on the cross-harbor 
tunnel, and there is news that the tunnel company itself has applied for a toll 
increase. The Jockey Club will again pay more, some wines and spirits would go 
up in price, but tobacco, driving licenses, car registration fees and airport 
departure taxes all escape. And the government plans to raise HK$1 billion 
through a bonds issue. Overall the government has budgeted for a HK$3.6 billion 
deficit. 


Of the HK$3.6 billion deficit in the coming financial year, Sir John said that 
HK$3.6 billion deficit in the coming financial year, Sir John said that HKS$1.5 
billion will be raised from recurrent revenue, another HK$1.1 billion would be 
transferred from the reserves, and the other HKS$1 billion would be raised from 
the issue of government bonds. 


After speaking for just over 2 hours, the financial secretary summed up his 
third budget in this way: 


[Begin Bremridge recording] We may expect to continue to move forward with 

many major programs. The deficit will be under control. Employment will re- 
main stabilized, with rising real income. Inflation will fall. Exports will 
continue to rise, and GDP [Gross Domestic Product] should grow by over 6 percent. 
All this must, however, be subject to no presently unforeseen shocks. With trade 
now representing 163 percent of GDP, Hong Kong will always be vulnerable to 
external events quite beyond its control. I am also well aware of the dangers 

of excessive optimism. All in all, however, the budget presented today indicates 
clearer skies ahead. [End recording] 


Earlier in his budget speech, Sir John outlined the economic background against 
which the budget had been drawn up, and the income shortfall which led to the 
increased taxes. Alan Hargraves reports: 


[Begin recording] The deficit for the 1983-84 year is estimated to be only 
marginally greater than what Sir John had forecast 12 months ago, and now 
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Stands at HK$3.3 billion. That was largely the results of falls in government 
revenue and expenditure. The revised estimated of total income for the year is 
just over HKS$30 billion, against HKS$33.5 billion in expenditure. Sir John 
stressed the fall-off in land revenue, and he said that the situation is unlikely 
to improve this year. 


On monetary issues, he dismissed an early revaluation of the loca! currency. He 
also indicated that there is little likelihood of an early end to the cartelized 
interest rate agreements. 


Looking to the coming year, Sir John said government expenditure will rise to 
just over HKS$37 billion. He said it will be another austere period for the 
government. Strict cash limits will again be observed. Only a 2.7 percent 
increase in the number of civil service posts has been approved, and the aim 
will be to keep the annual civil service growth to below 2.5 percent. As to the 
annual civil service growth to below 2.5 percent. As to the coming year's 
income, he expects revenue to climb to only just under HKS$34 billion, a figure 
Sir John sees as depressingly low, if realistic. [End recording] 


CSO: 4020/°5 
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HONG KONG ECONOMIC TRENDS 


PRC URGED TO DEVELOP LAND POLICY FOR HONG KONG 
HK130204 Hong Kong HONG KONG STANDARD in English 13 Mar 84 p 2 


[Text] The Chinese Government was yesterday urged to spell out as soon as 
possible its land policy for Hong Kong after [words indistinct] to secure the 
the continued confidence of developers and investors here. 


Community leader, Dr Peter Lee, said Beijing could simply go ahead to make a 
unilateral announcement on the matter, leaving other issues to be tackled at 
the Sino-British talks. 


Speaking at a Tsunwan Rotary Club meeting, he said land sale had been, for some 
years, a stabilising force in the government budget. 


However, he said, the downturn in these sales was unlikely to be reverted in 
the foreseeable future as the 1997 issue had cast a shadow over developers. 


"The Chinese Government had so far divulged nothing about its land policy for 
Hong Kong after 1997. And as the current Sino-British talks have been kept 
confidential, no one knows whether the subject has been touched upon,” he said. 


He admitted, though, that the government's present policy on land has already 
stifled the market. 


"Years ago the government appealed to developers to make installments payable 
over 20 years at a low interest rate. Then it reduced the repayable period 

to 10 years a decade ago. A few years back it completely abolished the instal- 
Iment system," Dr Lee explained. 


He said liabilities would arise from a withering property market. First, the 
government has to increase its tax rate to offset deficit, which will be detri- 
mental to Hong Kong's status as a low tax haveg. 


Second, as all the land leases north of Boundary-street will expire in 1997, 
the landlords are hard put to face an uncertain future. 


"They're not sure whether their leases will be extended after 1997 and if so, 
how much premium they're going to pay. It's difficult to allay their fears," 
he said. 
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4 . 7 : wv ’ ~ 7 7 9 ~~ . ; 
In view of these facts. Mr Lee made the following re endcati 


--All leases in north ft Boundarvy-street be automatical! extended [oT } eat 


after 1997, with premium waived. 


--Leases on the island and south of Boundary-street be recognised by the Bei jin; 
government after 199/ and those expiring that year can be extended to 204/ under 


unchanged conditions. 


--From the date of such an announcement to 1997, Beijing can guarantee, on behal! 
of the future goverument of Hong Kong, recognition of all lands auctioned 
the present government. However, renewal of those leases demands premium, which 
will be three to four times that of the present rate. Dr Lee said such a measur 
will mean a revenue windfall for the future government of Hong Kong. 


Dr Lee also explained his recommendations for a waiver of premium and an auto- 
matic extension of the existing leases. 


First, such leases will be “countless” and the bargaining between landlord ind 
the land department over the new terms will be “tedious and painfull,” creating 
technical problems and screwing up the operation. 


Dr Lee proposed this point be legislated in the mini-constitution for the special 
administration zone of post-1997 Hong Kong. 


Second, even if a standard premium had been worked out, as the people atfected 
’ 


are numerous, a sizable portion of them will go berserk as they fail to pay. 
So a waiver can pre-empt undesirable chaos. 


Othe, than the recommendations, Dr Lee also urged the British Government t: 
observe a policy requiring all land south of Boundary-street to be auctioned 
off during the transitional period be not leased beyond 204/. 


"This will enable a unified expiry date for all land on the island, Kowloon and 
the New Territories, paving the way for a consistent land policy for the future 
government,” he said. 


Dr Lee warned that without similar proposals, all guarantees made by Bei jin; 
officials will sound hollow to local ears. And the government will encounter 
difficulties in offsetting deficit. 


"The government may even be pushed to the brink of bankruptcy before 1997,” 
he said, adding that such proposals have everything to gain. 


CSO: 4020/96 











HONG KONG ECONOMIC TRENDS 


TRADE DEFICIT WIDENS AS VALUE OF IMPORTS RISE 


HK280127 Hong Kong SOUTH CHINA MORNING POST in English 28 Mar 84 BUSINESS NEWS 
pl 


[Text] Sales of Hong Kong merchandise to overseas markets remained strong last 
month, with domestic exports rising to $6.822 billion, 22 percent higher than 
February last year. 


The value of re-exports rose even higher--48 percent--to $5.093 billion. 


But with the value of imports rising 45 percent to $14.748 billion, the trade 
deficit widened considerably to $2.833 billion compared with $1.162 billion 
the previous February. 


Viewed against trade in January this year, there was a significant slowing 
down. In fact, there were decreases: 36.8 percent for domestic exports, 14.8 
percent for re-exports and 7.2 percent for imports. 


However, aS a government spokesman pointed out, the figures were somewhat dis- 
torted by the Lunar New Year occurring in the early part of the month. 


Shipments had been bunched up during the latter part of January ahead of the 
Chinese New Year holdiays. 


In effect, the January export figures were extraordinarily roubust. There was 
a 67 percent increase in domestic exports to a high $10.79 billion and a 60.7 
percent rise in re-exports to $5.9 billion. 


Therefore, last month's visible trade gap--the proportion of the value of 
imports not covered by total exports--was 19 percent compared with 11 percent 
in February last year. 


The big increase in imports could have encouraging implications. While a good 

portion of the purchases would be food and consumer products, it is likely that 
manufacturers imported more raw materials and semimanufacturers in anticipation 
of continued healthy order books. 


Instead [of] looking at the trade figures month by month, the government spokes- 
man said, it would probably be more useful to consider the figures of January 
and last month together. 
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On this basis, the values of domestic exports and re-exports in the first 2 
months of this vear were 47 percent and 55 percent, respectively, higher than 


y 


the first 2 months of last year. 


The value of total exports was 50 percent higher, indicating that the strong 
export performance has continued. 


The value of imports, on the other hand increased 4\ percent over the same 
period. 


The visible trade gap in the first 2 months at 6 percent was smaller than that 
in the same period of last year at i2 percent. 
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HONG KONG ECONOMIC TRENDS 


NE TRANSFER LEADS TO SHARP DROP IN SHARES 


1236 Hong Kong Domesti Service in English 1000 GMT 29 Mar 8&4 


xt] Yesterday's announcement that Jardine Matheson is transferring ownership 


he company to Bermuda has led to a sharp drop in local share prices. The 


ll-off started in London overnight and continued in Hong Kong during the day. 


Hang Seng Index finally closed almost 62 points lower at 1,057. There were, 


iC 

ever, Signs of recovery. Here is (Alan Hargraves). 
Begin (Hargraves) recording] The market was estimated to be as much as 85 
ints down at the close of London trading. The market opened weak here, with 


rokers reporting heavy selling orders, particularly from private clients, but 
that was later met by institutional support. A general recovery got 
inder wa iround mid-morning, cutting the index's loss to 58 by lunchtime. Many 
that as the market sensing an overreaction in London. Stockbroker (Howard 
r pre ) |End recording} 
gin (Dorgess) recording] I think it told you that the initial panic re- 


ion was overdone. And, in fact, we saw a lot ot institutional buying this 


ing. There was a late wave f selling in the afternoon, as I think some 
ilator feared that London might till be a seller after the huge amount of 
that was done through London last night. But that selling also includes 


i 


t of Hong Kong orders last night. [End recording ] 


(Hargraves) recording] The Jardine announcement complete overrode other 
news. But, with sentiment not altogether disapproving of what Jardine 
e, most investors were more annoyed by what they saw as an espec ially 
3 f timing. Losse were spread across the board, but there were some 
icularly heavy falls. Adverse reaction to Hutchison's cash bonus saw that 
iny S warrant lashed dramatically. The fall took the index back under the 
el, raising concern that the recent market raliy may have been seriously 


led. End re rding | 











HONG KONG ECONOMIC TRENDS 


HONG KONG JANUARY TRADE FIGURES SHOW INCREASE 


HK290344 Hong Kong SOUTH CHINA MORNING POST in English 29 Feb 84 BUSINESS NEWS 
ppl, 3 


[Report by Dende Montilla, BUSINESS NEWS editor] 


[Text] Hong Kong's trade opened the year with a cherry bang with domestic 
exports rising a massive 68 per cent last month compared with January last 
year. 


In contrast to the usual deficit, the trade tilted heavily in Hong Kong's favour. 


With both domestic exports and re-exports soaring, the visible trade account 
recorded a surplus amounting to $868 million. 


This marked one of the rare occasions when Hong Kong's total exports exceeded 
the value of its imports, proof that the buoyancy of exports last year has 
carried forward to this year. 


This was, in fact, the first surplus since August 1980. And that month the 
surplus was only $16 million. 


Following the robust trade performance at the end of last year, last month's 
domestic exports shots up $4.351 billion from the same month last year to 
reach $10.791 billion. By comparison, domestic exports in January last year 
had shown an increase of a mere 3.2 per cent. 


The value of re-exports also rose rapidly, by 6i per cent or $2.258 billion to 
$5.976 billion. 


Taking both domestic exports and re-exports together, the value of total exports, 
at $16.767 billion, was 65 per cent or $6.609 billion higher than the figure 
a year ago. 


The value of imports reached $15.899 billion, an increase of 38 per cent or 
$4.362 billion over the same month last year. 


It appears that Hong Kong manufacturers are taking advantage of the economi 
recovery, not only in the U.S., but also in other major markets. While the 
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lpure r the tater part of iast year pointed to hefty increases In sales TC 
Une tas itain, er », China and most of the 10 biggest markets. 


vernment pokesman noted that trade figures tor the beginning months of the 
ir are, a isual, intluenced by the timing of the Chinese New Year and that 
t rt the iomestic exports last month reflect increased shipments before the 


wever, in a business confidence survey recently undertaken by the department, 
inufacturers were optimistic about their business prospect during the first 


iarter of this year. Most reported improved business in the fourth quarter 


ist year and expected continued improvement. 


i Separate survey, manufacturers reported increased orders on hand, with the 
yrders for more than 4 months. 


~ 
- 
+ 
— 
~ 
~ 
- 
~ 
~ 
» 
~ 
~ 


the month's trade figures into context, the government spokesman pointed 
it that comparing the 12 months ended last month with the 12 months ended in 
iry last year, overall] trade had grown more than 2/7 per cent. 


irther, the growth rate of the value of total exports, at 31 per cent, was 


ister than that of the value of imports, at 25 per cent. 


result, the visible trade gap--the proportion of the value of imports not 
vered by that ot total exports--in the year to last month narrowed to / 

per cent from 1l percent in the previous 12-month period. 

He added thi lomestic exports remained strong and exceeded the $10 billion mark 


i‘ 


_ 
- 
~. 


yr the fourth consecutive month. 


He also pointed out that while the increase in the value of imports was in part 
due t inticipation of higher retail sale during the Chinese New Year Festival, 


ret ed imports of raw materials and semi-manufacturers also continued to show 








HONG KONG ECONOMIC TRENDS 


CHINA DAILY ON PRC INVESTMENT IN HONG KONG 
HK160106 Beijing CHINA DAILY in English 16 Mar 84 p 4 


[Text] Since the adoption of the outward oriented policy by the Chinese Govern- 
ment, trade between mainland China and Hong Kong has increased rapidly. 


The mainland's investment has helped the economic development of Hong Kong. 

It is reported that there are more than 50 Chinese trading and investment 
firms in Hong Kong, responsible for more than 300 investment firms in Hong 
Kong, responsible for more than 300 investment projects worth some $4 billion. 


Economists in Hong Kong pointed out tnat the investment relationship between 
mainland China and Hong Kong has changed a great deal; mainland China invests 
more in Hong Kong than Hong Kong does in mainland China. 


In the last few years, the scope of investments by mainland firms in Hong Kong 
has broadened to include commerce, transportation, construction, real estate, 
banking and industry. 


The profits of mainland companies in Hong Kong have increased considerably. 
Many provinces have established firms in Hong Kong. Their investments industry 
has increased remarkably. This investment has made a great contribution to the 
prosperity of the Hong Kong economy. 


A spokesman for the Ministry of Foreign Economic Relations and Trade told Hong 
Kong reporters in Beijing that the mainland's investments in Hong Kong will 
focus on industry, to help solve the unemployment problem and make a greater 
contribution to the stability of the Hong Kong economy. Ma Meili, deputy 
director of the policy research section of the ministry said in Hong Kong: 
China is especially interested in Hong Kong-based joint ventures to boost Hong 
Kong's prosperity and stability and help China realize its modernization pro- 
gramme, he added. 


Chief lecturer at the Hong Kong Polytechnic Institute Liu Juerong said this new 
development in mainland China's investment programme in Hong Kong is advantageous 
to Hong Kong, economically and politically. Since most of Hong Kong's indus- 
trial raw materials are imported, China is ideally placed to become a major 
supplier, he said. 
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in article in the Hong Kong ECONOMIC WEEKLY said that 
vestment 


increased mainland 
in Hong Kong will help promote integrated business firms which wil] 
prepare Hong Kong for its return to China. 
Wang Guangying, chairman of Everbright Industrial Corporation, said that the 
flow of capital into Hong Kong is greater than that going out. This shows 
that doing business in Hong Kong is profitable enough to continue attracting 
outside investment, he added. 


CSO: 4020/96 





HONG KONG ECONOMIC TRENDS 


HONG KONG MERCHANDISE TRADE FIGURES FOR JANUARY 


HK130210 Hong Kong HONG KONG STANDARD in English 13 Mar 84 BUSINESS STANDARD 
pl 


[Currency Figures are Hong Kong Dollars Throughout] 


[Text] According to summary trade figures released by the census and statistics 
department yesterday, total merchandise trade for January 1984 increased by 51 
per cent to $32.666 billion compared with the same period in 1983. 


Domestic exports rose by 68 per cent to $10,791 million, imports by 38 per cent 
to $15,899 million and re-exports by 61 per cent to $5,976 million. Domestic 
exports and re-exports together increased by 65 per cent. 


A government spokesman said the figures for the beginning months of the year are 
usually influenced by the timing of the Chinese New Year. 


"It is expected that some of the increase in domestic exports in January 1984 
reflected increased shipments prior to the Chinese New Year holidays, and this 
point should be borne in mind in interpreting such statistics," the spokesman 
said. 


However, analysts said these figures would be less impressive if double-digit 
inflation and the depreciation of the Hong Kong dollar against other major 
currencies are taken into consideration. They said the local unit has deprec- 
iated by some 20 per cent against the U.S. dollar in the last 12 months. 


Domestic exports to China increased by 90 per cent in value. U.S. is the 
second in line with an increase of 87 per cent. Substantial increases were 
recorded in clothing (by $976 million or 98 per cent), telecommunications and 
sound recording and reproducing apparatus and equipment (by $232 million or 12] 
per cent) and electrical machinery apparatus and appiiances, and electrical 
parts thereof, (by $226 million or 80 per cent). 


However, decreases were recorded in transistors and diodes (by $L5 million or 
71 per cent) and watches and clocks (by $8 million or 4 per cent). 


Most commodities exported to the Federal Republic of German increased in value 
terms. This could be partly attributed to the appreciation of the mark against 
the Hong Kong dollar. 
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Demand for imported goods from China remained strong. Increases were recorded 
mainly in textiles (by $575 million or 119 per cent), clothing (by $289 million 


or 75 per cent), textile fibres (vther than wool tops) and their wastes (by $63 
million or 34 per cent), and telecommunications and sound recording and repro- 
ducing apparatus and equipment (by $56 million or 189 per cent). 


Increases of imports of electrical machinery, apparatus and appliances from 
Japan (by $153 million or 57 per cent) were also recorded. 


Increases in imports from the U.S. were mostly of electrical machinery, apparatus 
and appliances, and electrical parts thereof (by $213 million or 150 per cent), 
textile fibres (other than wool tops) and their wastes (by $58 million or 523 

per cent), and tobacco and tobacco manufacturers (by $42 million or 59 per cent). 


On the other hand, decreases were registered in imports of crude animal and 
vegetable materials (by $15 million or 44 per cent), and general industrial 
machinery and equipment, and machine parts (by $14 million or 31 per cent). 
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HONG KONG ECONOMIC TRENDS 


HONG KONG REACTIONS TO JARDINE'S TRANSFER 
HK290115 Hong Kong HONG KONG STANDARD in English 29 Mar 84 p 1 
[Article by Stanley Leung: "Reactions Are Mixed Over Major Shift"] 


[Excerpts] Jardines' Bermudian plan yesterday drew a mixed reaction from 
academics, businessmen and government officials. 


The only comment from the government was: "This is a commercial decision." 


The governor, Sir Edward Youde, declined to comment after presiding over yes- 
terday's budget debate in the legislative council, saying such a move was 
purely a commercial affair. 


The financial secretary, Sir John Bremridge, said any company has the right to 
make its decisions so long as they are within the law. 


One senior government official reacted strongly to what he termed Ja;dines' 
"pullout." 


Stressing that he was speaking as a Hong Kong resident, the official said the 
move was "irresponsible to the colonv." 


"After ail, they have been in Hong Kong for a long, long time and have got 
what they want," he said. 


He expressed concern that foreign investments here would halt when major com- 
panies choose to go abroad. 


The official believed that Jardines' chairman, Mr Simon Keswick, has long in- 
tended to take the step since returning to Hong Kong. 


The former director of home affairs, Mr Jonn Walden, said it was very disturbing 
for Jardines to do such a thing. "It means that in the long run, they have 
little confidence and security in Hong Kong. 


"It shows how people in Jardines are looking at the current political situation. 
I think they don't believe their operation will be safe here," he said. 
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Mr Walden said Jardines had no confidence in what Beijing had been saying 


the colony's status quo would remain unchanged. 


"They don't think there will be legal protection for their commercial operations 


after 1997. 


"But I don't share their pessimism as we have to be optimistic and try to make 
the future what we want,” he said. 


Asked whether other companies would follow suit, Mr Walden said it was difficult 
to day. “It depends entirely on the assessments of a particular firm,” he added. 


The editor-in-chief of the Pi Shing semimonthly, Mr Hu Juren, said it was bad 
news as Jardines has been the oldest company since the Opium War. 


According to his interpretation, Jardines' withdrawal could become an "economic 
card" for the British at the negotiations in Beijing on the future of Hong Kong. 


"It remains to be seen whether the dollar and the stock market will suffer." 


It indicates, he said, that a capitalistic corporation does not have faith in 
Chinese rule. 


CSO: 4020/96 
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HONG KONG ECONOMIC TRENDS 


OFFICIAL CLAIMS 1997 ISSUE WILL INFLUENCE MONETARY PERFORMANCE 
HKO20220 Hong Kong HONG KONG STANDARD in English 2 Mar 84 p 1 


[Text] Hong Kong's future monetary performance will be influenced by the 1997 
issue to a greater extent than what the financial secretary had indicated in 
his budget speech, a government official admitted yesterday. 


The official said, “It's (the Sino-British talks effect) obviously quite a lot 
because it's just hanging in the background. That's another reason to be very 
cautious." 


For one thing, the colony's future after 1997 also figures in the government's 
proposal to issue 5-year bonds and not on a longer term basis in order to raise 
$l billion. 


The bonds would not be “acceptable to the financial institutions internation- 
ally" if the term was longer than 5 years, say 20 another official said. 

"You have to pay a higher price if you go for a 20-year bond in the circumstances 
of Hong Kong, in terms of interest. Five years, in all circumstances, is just 
about right,” he said. 


Hong Kong becomes part of China in 1997, which is 13 years away. 


In his budget speech, Sir John Bremridge acknowledged that sentiments about the 
talks only had “some influence on economic and monetary trends." 


"Uncertainty is possibly a larger threat than lack of confidence,” he said. 
Caution obviously was the keynote in the making of the budget, the official 
continued. Apart from the 1997 talks, he said Hong Kong was "terribly sus- 


ceptible to external pressures.” 


"There are so many things that could happen that are totally beyond our control. 
And if there is a world recession again, we're in trouble," he said. 


[he official said that the government would continue to experience budget 
deficits even up to 1986, but would not be drawn into making projections for 
the foilowing 5 years. 
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FOREIGN TRADE SURPLUS--Hong Kong, 3 March (XINHUA)--Hong Kong registered a foreign 
trade surplus of H.K.$868 miliion in January, the first surplus recorded in the 
past 3 years, according to authorities here. Exports and entrepot tr< were 
valued at H.K.$16,767 million in January, a 65 percent rise over the same period 
in 1983. Of these, export trade jumped 68 percent to H.K.$10,791 million, while 
entrepot trade rose by 61 percent to H.K.$5,976 million. Imports reached 
H.K.$1°,899 million, up 38 percent. [Text] [0W031332 Beijing XINHUA in English 
1250 GMT 3 Mar 84] 


AIR ROUTE--Guangzhou, 2 April (XINHUA)--There will be two more round-trip flights 
a week between Hong Kong and Xiamen (Amoy) in Fujian Province, routed through 
Guangzhou. The flights, to begin from today, Monday, 2 April, are expected to 
meet the need for accelerating the development of the Xiamen Special Economic 
Zone, according to a spokesman for the CAAC Guangzhou Regional Administration. 
There are now four return flights a week instead of the previous two between 
Guangzhou and Xiamen. There are 24 return flights a week between Guangzhou and 
Hong Kong. [Text] [0W021058 Beijing XINHUA in English 0657 GMT 2 Apr 84] 


HONG KONG BUILDING SLUMP--A further drop in new building plans approved by the 
Building Ordinance Office (BOO) for October reflects the continuing slump in 

the property market. BOO approved 34 building plans last month compared with 

37 in September. So far this year, there have been 407 plans approved compared 
with 694 in 1982 and 836 for 1981. Mr Anthony Chan of the Hong Kong Real Estate 
Developers Association said government statistics have shown that, over the 

past 2 years, there had been many vacant commercial premises. He said the 
property market was still in a recession and, had been, for the past 1-1/2 
years. "Since there is surplus of supply, namely commercial premises, factories 
and high class residential flats, the developers would not concentrate on these 
areas," he said. He said developers were facing keen competition from the 
government's low cost public housing estates and the Home Ownership Scheme (HOS). 
"Tne property market would continue building small and medium sized flats. These 
are the type of properties that are still sellable. We (property developers) 
see no future in the field of commercialised premises and we are readjusting 

our business activity," he said. He also noted that the tuilding slump was 
evident at land auctions, which were "not up to government expectations." 
However, Mr Chan was optimistic about a recovery which, he said, was showing 
"good signs," and attributed this mainly to the U.S. recovery. "Hong Kong is a 
small place with very limited resources and there will always be demand for 
residential premises," he said. Boo issued 37 occupational permits for newly- 
completed buildings last month, and gave permission for 32 buildings to be 
demolished. [Text] [HKO10142 Heng Kong HONG KONG STANDARD in English 1 Dec 83 
p 2] 
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